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I  transmit  herewith  the  full  report  of  the  Commissioner  of  the 
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LEHERS  OF  TRANSMITTAL. 


Department  of  Commerce  and  Labor, 

Office  of  the  Secretary, 

Washington,  May  2,  1906. 
Sir:  I  have  the  honor  to  tmnsinit  herewith  a  report  of  the  Com- 
missioner of  Corporations  on  that  part  of  the  investigation  of  the  oil 
industry  which  has  to  do  with  the  subject  of  transportation  and  freight 
rates. 

Very  respectfully,  Lawrence  O.  Murray, 

At<ifii<tant  Secretary. 
The  President. 


Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 

Waslihiffton,  May  2^  1906. 
Sir:  I  have  the  honor  to  transmit  herewith  a  report  to  the  President 
on  that  part  of  the  investigation  of  the  oil  industry  which  has  to  do 
with  the  subject  of  transportation  and  freight  rates.  This  investiga- 
tion has  been  made  under  your  direction  in  accordance  with  the  law 
cn^ating  the  Bureau  of  Coqx)i-ations  and  the  resolution  of  the  House 
of  Representatives  passed  February  l;\  UH»5. 
Very  respei^t fully, 

James  Rudolph  Garfield, 

The  Sei^retary  of  Commerce  and  I^abor. 

3CVI! 

n.  IXk\  812, 5i^l J 
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Department  of  Commerce  and  Labor, 

Bureau  of  Corporations, 

Wiuihington^  May  ^,  1906. 

Sir:  I  have  the  honor  to  submit  the  part  of  the  report  on  the 
►il  industry  which  has  to  do  with  the  subject  of  transportation  and 
rei^ht  i-ates. 

House  resolution  No.  499,  passed  February  15,  1905,  directed  par- 
icular  attention  to  the  condition  of  the  Kansas  oil  field.  The  study 
f  the  oil  industry  which  had  theretofore  been  made  by  the  Bureau 
bowed  that  a  special  report  upon  the  conditions  in  the  Kansas  field 
rould  not  be  advisable.  A  report  on  any  special  field  would  of  neces- 
ity  be  unfair  to  both  the  producers  and  the  refiners,  for  the  reason 
hat  the  purely  local  conditions  do  not  by  any  means  determine  the 
nice  of  either  crude  oil  or  its  products  or  afford  a  proper  l)asis  for 
inderstanding  the  conditions  of  the  industry.  Therefore,  a  general 
nd  very  extensive  investigation  has  been  conducted,  covering  the  fol- 
Dwing  subjects: 

1.  The  crude  oil  production  in  the  United  States  and  its  relation  to 
he  world's  supply;  the  prices  and  methods  of  purchase. 

2.  The  use,  development,  and  control  of  pipe  lines. 

3.  Refining  of  oil;  the  control  of  refineries;  the  cost  of  refining  and 
oarketing;  the  prices  of  petroleum  products. 

4.  The  organization,  ownership,  and  relation  of  the  companies 
ngaged  in  the  production,  manufacture,  and  distril)ution  of  oil. 

5.  The  competitive  methods  used  in  the  production  and  sale  of  oil. 

6.  Transportation  and  freight  rates. 

7.  Foreign  trade  and  conditions  and  their  rehition  to  the  domestic 
ndustry. 

1  have  personally  visited  nearly  all  of  the  great  fields  and  have  beon 
Q  communication,  either  personally  or  through  the  ag(Mits  of  the 
bureau,  with  many  hundred  producers  and  pmctically  all  the  refiners 
^d  transportation  agencies  engaged  in  the  distribution  of  oil.  A 
pecial  agent  of  the  Bureau  was  sent  to  Europe  to  study  at  first  hand 
he  conditions  in  foreign  producing  fields  and  distributing  markets, 
rhe  facts  obtained  have  in  every  feasible  way  been  verified  by  exam- 
ination of  the  original  sources  of  information. 

By  far  the  greater  part  of  the  material  necessary  for  the  completion 
of  the  entire  report  has  been  collected.     The  preliminary  study  of  this 
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material  showed  that  the  most  important  subject  was  transportation, 
because  the  cost  of  transportation  is  a  very  large  percentage  of  the 
total  cost  to  the  consumer  of  the  linished  product,  and  hence  a  most 
important  factor  in  competition. 

The  control  of  the  Standard  Oil  Company  over  the  entire  oil  indus- 
try is  so  great  as  to  require  a  special  study  of  its  relations  to  trans- 
portation companies. 

I  therefore  first  submit  the  accompanying  report  upon  the  subject 
of  railway  transportation  and  freight  mtes.  As  it  necessarily  covers 
many  details,  I  beg  to  invite  your  attention  to  the  following  summary 
of  its  more  prominent  feiitures. 

The  manufacture  of  refined  oil,  conunonly  known  as  kerosene,  is 
about  20,()00,()0()  }>arrels  annually,  of  which  the  Standard  Oil  Com- 
pany directly  and  indirectly  controls  about  23,0()0,(M)().  It  also  con- 
trols approximately  the  samt*  proportion  of  the  other  finished  products 
of  petroleum. 

The  retineries  owned  or  controlled  b}'  the  Standard  Oil  Company  are 
located  near  New  York,  Philadelphia,  Baltimore,  Chicago,  and  Kansas 
City,  in  western  New  York  and  Pennsylvania,  in  West  Virginia,  Ohio, 
Kansas,  Colorado,  California,  and  Texas.  Its  largest  refineries  are 
located  at  the  great  centers  of  distribution,  which  are  connected  by 
pipe  lines  with  the  crude-oil  fields.  The  refined  products  are  carried 
by  rail  and  water.  The  indep(»ndent  refineries — that  is,  those  not 
owned  or  controlled  by  the  Standard  Oil  Company — are  located,  with 
a  very  few  exceptions,  at  or  near  the  crude-oil  fields.  This  difference 
of  location,  as  will  ])e  seen  later,  is  of  importance.  ' 

The  Stiuidard  claims  that  the  location  of  its  refineries  and  the  use  of 
pipe  lines  are  natuml  advantages  to  which  it  is  justly  entitled  by  rea- 
son of  the  energy  and  foresight  of  its  managers.  While  in  a  measure 
that  is  true,  it  must  not  be  forgotten  that  these  advantages  were  in 
pait  obtained  by  means  of  unfair  competitive  methods  during  years  of 
fierce  industrial  strife. 

The  development  of  the  pipe-line  sy.stem  by  the  Standard  Oil  Com- 
pany was  the  result  of  special  agreements  with  railroad  companies. 
Furthermore,  those  so-called  natural  advantages  have  been  and  are 
being  greatly  increased  by  discriminations  in  freight  i'ates7^)oth  pub- 
lished and  secret,  interstate  and  Stiite,  whi(»h  give  the  Standard  monop- 
olistic control  in  the  greater  portion  of  the  country,  and  which  so 
limit  competition  as  to  practically  prevent  the  extension _q£_ the  busi- 
ness of  any  inde[)endent  to  a  point  which  even  remotely  endangers  the 
supremacy  of  the  Standard. 

An  innnediate  result  of  this  delimitation  of  the  competitive  area  is 
vshown  }>y  the  prices  of  ordinary  illuminating  oil  throughout  the  coun- 
try. After  deducting  t\\o,  fn^ght  rate  the  price  of  such  oil  is  usually 
from  2  cents  to  5  cents  a  gallou  higher  in  the  noncompetitive  than  in 
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the  competitive  fields.  A  reasonable  profit  upon  refined  oil  i.s  a})out 
one-half  cent  a  gallon.  It  is  clear  that  exorbitant  profits  are  obtained 
in  the  noncompetitive  fields.  This  monopolistic  control  extends  from 
the  well  of  the  producer  to  the  door  step  of  the  consumer. 

The  facts  regarding  freight  mtes  have  been  obtained  by  the  exami- 
nation of  thousands  of  entries  upon  railroad  records.  With  but  a 
single  important  exception,  railroad  companies  have,  upon  application 
of  the  Bureau  of  Corporations,  given  access  to  records  of  both  State 
and  interstate  business.  The  New  York  Central  Company  refused 
for  itself  and  its  affiliated  lines  to  give  access  to  records  of  State  rates. 
At  the  beginning  of  this  investigation  the  officials  of  the  Standard 
Oil  Company  stated  that  that  company  had  not  obtained  in  recent 
years  and  was  not  now  obtaining  any  rebate  or  other  transportation 
discrimination  as  against  its  competitors.  They  invited  the  most 
careful  investigation  of  the  subject. 

Upon  the  request  of  its  attorney,  all  the  essential  facts  discovered  ! 
bj'  this  Bureau  were  presented  to  the  company  at  the  close  of  the  I 
investigation,  and  an  exhaustive  statement  relating  thereto  was  made 
bv  its  chief  traffic  officer.     There  was  no  denial  of  the  facts  found, 
but  explanations  of  particular  situations,  were  offered,  and  it  was 
urged  that  the  facts  did  not  show  any  violation  by  the  Standard  of  the| 
letter  or  spirit   of   the   interstate-commerce   law.     A    most   carefull 
review  of  the  facts  and  the  explanations  leads  to  the  following  con- 
clusions: I 

The  Standard  Oil  Company  has  habitually  received  from  the  rail-/ 
roads,  and  is  now  receiving,  secret  I'ates  and  other  unjust  and  illegal! 
discriminations.  ' 

During  1904  the  Standard  saved  about  three-ciuarters  of  a  million  | 
dollars  through  the  secret  rates  diai*fiMfi£eiiy  the  ifoyemt  of'i3ortx>ra- 
tiem^  and  (rf^cottme  there  may  l^e  other  secret  rates  which  the  Bureau 
has  not  discovered.  This  amount  represents  the  difference  between  the 
open  rates  and  the  rates  actmilly  paid.  Many  of  these  diascriminations 
wei^e  clearly  in  violation  of  the  intersttite-commerce  law,  and  others, 
whether  technically  illegal  or  not,  had  the  same  effect  upon  competitors. 
On  some  State  business  secret  rates  were  applied  l)y  means  of  rebates. 

These  discriminations  have  been  so  long  continued,  so  secret,  so| 
ingeniously  applied  to  new  conditions  of  trade,  and  so  large  in  amountj 
as  to  make  it  certain  that  they  were  due  to  concerted  action  by  the 
Standard  and  the  railroads. 

The  Standard  Oil  Company  is  receiving  unjust  discriminations  in 
open  rates. 

The  published  rates  from  the  leading  Standard  shipping  points  are 
relatively  much  lower  than  rates  from  the  shipping  points  of  its  com- 
petitors.    The  advantage  to  the  Standard  ov(n*  its  competitors  from ' 
such  open  discriminations  is  enormous,  probably  as  important  as  that  ; 
obtained  through  the  secret  rates. 
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If  an  unfair  disc  ri  mi  nation  lie  obtained  by  one  Hbipper  through  a 
devicf  which  in  itself  is  seeininj^Iy  not  prohibited  by  kw,  that  fact 
!  shows  that  the  law  is*  defective  and  should  be  stren^bened;  it  does  not 
i  show  that  th«»  discrimination  is  proper  or  just. 

The  folIowiii<^  are  a  few  of  the  most  important  discTiminations  and 
the  jneth(Kls  by  which  they  were  obtained: 

(1)  For  al>oiit  ten  years  the  New  England  territory  has  been  in  con- 
i  trol  of  the  Standard  Oil  Company  by  reason  of  the  refusal  of  the  New 
lYork,  New  Ilavt^n  and  Hartford  road  and  of  the  Boston  and  Maine 
toad,  on  all  Init  a  ft^w  divisions,  to  prorate — i.  e.,  to  join  in  through 
Elites— on  oil  shipped  from  west  of  the  Hudson  River,  and  by  mean^ 
lof  the  adjustment  of  published  rates. 

The  Stiindanl  is  entitled  to  the  advantage  of  its  water  ship- 
ping i)oints  in  reaching  New  England,  but  that  advantage  was 
greatly  and  unfairly  iiuTi^sed  when  the  railroads,  by  refusing  to  pro- 
rate, virtually  kept  indei^ndent  retiners  from  using  all-rail  routes. 
<  The  refusal  to  prorate  increased  the  rail  rates  from  the  West  from  8 
jto  IM  cents  \h)y  liundred  {K)unds.  These  railroads  do  prorate  on  all 
other  conunodities;  their  refusal  to  do  so  in  the  c*ase  of  oil  amounted 
to  iniiK>sing  :i  substantial  tax  on  all  consumers  in  the  region  they 
cover,  and  is  also  a  heavy  discrimination  against  the  smaller  refiners. 

{"2)  The  Standard  Oil  Com|>any  has  been  able  to  absolutely  control 
for  many  years  the  sale  of  oil  in  the  northeastern  part  of  New  York 
and  in  a  portion  of  Vermont  l)y  means  of  secret  rates  from  its  refin- 
eries at  Olean  and  Rochester. 

Th(»  Pennsylvania  lijiilroad  has  given  the  Standard  a  rate  of  9  cents 
a  })arrel  from  C)h»an,  N.  Y.,  to  Rochester,  while  the  independent 
retineries  situat(»(l  in  territory  adjacent  to  Olean  were  given  a  rate  of 
;  38  c<ints  a  harn^l.  By  means  of  this  lucent  rate,  in  combination  with 
a  rate  from  Rochester  to  Norwood,  N.  Y.,  a  virtually  secret  and  very 
low  rat«»  from  Norwood,  N.  Y.,  to  Burlington,  and  secret  liK'al  rates 
tlHU-efrom,  tin*  Standard  has  l)een  al>le  to  supply  central  and  northern 
V(»rmont  with  oil  at  a  rat(»  of  from  15  to  *2l  cents  jx^r  hundred  pounds, 
whereas  no  indep^Muh^nt  refiner  could  n»ach  that  territory  from  w^est- 
ern  Pennsylvania  sav(»  ])y  a  rate  varying  from  33  to  50  cents  per 
hundred  })ounds. 

The  saving  to  the  Standard  during  lOO-i  l>y  the  secret  rate  from 
Olean  to  Rochester  alone  was  §115,000.  This  and  other  less  important 
rat(»s  from  Olean  were  unknown  to  the  indepcuident  retiners,  and  were 
not  pul>lisht^d  on  the  ground  that  they  were  wholly  State  rates;  yet 
in  fact  th(\v  wen*  used  for  oil  consigned  to  [wints  beyond  the  State 
lM>undarv  of  New  York.  Furthermore,  all  the  shipments  from  Olean 
on  tlu»se  seen»t  ratc»s  were  blind-billed — i.  e.,  the  rates  wore  not  shown 
on  the  wavbills. 
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(3)  The  Standard  Oil  Company  has  maintained  absolute  control  of 
almost  the  whole  section  of  the  country  south  of  the  Ohio  River  and 
east  of  the  Mississippi  by  means  of  secret  rates  and  open  discriminations 
in  rates  from  Whiting,  Ind. 

For  example,  the  published  tariff  rate  from  Whiting,  Ind.,  the  great 
western  refinery  of  the  Standard,  to  Birmingham,  Ala.,  was  44  cents 
per  hundred  pounds.  For  at  least  ten  years  the  Standard,  by  means 
of  a  secret  combination  of  rates  by  way  of  Grand  Junction,  Tenn., 
over  the  lines  of  the  Chicago  and  Eastern  Illinois,  the 'Illinois  Central, 
and  the  Southern  Railway,  has  shipped  oil  to  Birmingham  for  29^ 
c^nts.  The  Toledo  competitor,  no  farther  distant,  had  to  pay  47i 
cents. 

A  great  area  in  the  South  has  been  reached  by  this  same  secret  com- 
bination at  rates  averaging  one-fourth  less  than  the  pubUshed  rates. 
The  total  saving  to  the  Standard  on  these  rates  has  been  about  $70,000 
per  year. 

Again,  the  open  rate  from  Whiting  to  Evansville,  Ind.,  has  l>een 
for  many  years  11  cents.  The  Standard  has  for  about  ten  years 
shipped  oil  to  Evansville,  for  local  use  and  for  man}"  points  beyond  in 
the  Southeast,  at  so-called  State  rates  of  6  cents  and  Si  centsi  The 
freight  paid  by  the  Standard  in  this  case  has  l)een  about  $10,000  a 
year  less  than  the  open  rate. 

The  rates  to  this  same  territory  from  the  independent  refining  points 
at  Toledo  and  Cleveland  were  from  8  to  28  cents  per  hundred  pounds, 
or  from  i  to  li  cents  a  gallon  higher  than  the  rate  paid  by  the 
Standard. 

The  records  of  the  Chicago  and  Eastern  Illinois  Railroad  Company 
show  plainly  that  these  Grand  Junction  and  Evansville  i*ates  were 
intended  to  l)c  secret,  were  given  for  the  sole  benefit  of  the  Standard, 
and  were  handled  as  secret  rates  with  the  knowledge  of  Standard 
officials. 

(4)  The  Standard  Oil  Company  has  for  at  least  ten  years  shipped 
oil  from  Whiting  to  East  St.  Louis,  111.,  at  a  rate  of  (>  or  Oi  cents  on 
three  of  the  five  railroads  running  between  those  places,  while  the 
only  duly  published  rate  on  all  roads  has  been  18  cents  during  all  that 
period.  This  discrimination  saved  the  Standard  about  {^240,000  in 
1904. 

For  many  years  East  St.  Louis  has  been  the  gateway  for  oil  ship- 
ments by  the  Standard  into  the  Southwest.  The  rates  from  the  inde- 
pendent refining  points  of  Ohio  to  Elast  St.  Ijouis  have  been  about  12 
cents  higher  than  the  rate  from  Whiting,  whereas  on  other  commodi- 
ties of  similar  grade  these  points  pay  only  about  5  cents  more  than 
Whiting. 


XXIV  LETTEB   OF   SUBMITTAL. 

Whiting  is  located  in  Indiana,  about  two  miles  from  the  Illinois 
line.  East  St.  Louis  is  in  Illinois,  just  across  the  river  from  St.  Louis. 
The  secret  low  rates  were  given  by  the  Chicago,  Burlington  and 
Quincy,  Chicago  and  Alton,  and  Chicago  and  Eastern  Illinois  railroads. 
They  were  not  published,  on  the  ground  that  they  were  State  rates. 
In  dealing  with  these  rates,  one  of  the  roads--  the  Chicago  and  Alton — 
falsel3'  waybilled  the  freight  at  18  cents,  and  collected  from  the  Stand- 
ard at  6  cents.  The  Chicago  and  Eastern  Illinois  blind-billed  its  ship- 
ments. The  Chicago,  Burlington  and  Quincy  billed  and  collected  at 
the  0-cent  I'ate,  but  it  was  none  the  less  secret. 

(5)  In  the  Kansas-Territory  field  there  are  some  unfair  open  rates. 
A  more  important  discrimination  has  been  in  the  arbitrary  weights 
fixed  by  the  railroads  on  crude  oil  and  fuel  oil.  This  discrimination 
prevents  the  Kansas  producer  from  selling  his  crude  oil,  especially 
that  of  low  gravity,  advantageously  in  competition  with  the  fuel  oil 
produced  by  the  Standard  and  the  small  local  refiners. 

Crude  oil  is  charged  on  the  basis  of  7.4  pounds  per  gallon;  its  actual 
weight  is  about  7.2  pounds.  Fuel  oil  produced  })y  the  refineries  is 
charged  at  B.4  pounds;  it  actually  weighs  about  7.6  pounds.  A  barrel 
of  crude  oil  shipped  from  Kansas  to  St.  Louis  is  charged  nearly  10 
cents  more  than  a  barrel  of  fuel  oil':  this  diflference  in  freight  charges 
is  equal  to  more  than  one-third  of  tHe-  price  of  low-grade  Kansas  crude. 
'  ■  This  discrimination  has  existed  for  about  four  years.  It  does  not 
exist  in  any  other  field.  The  legislation  of  Kansas  in  1905  put  ah  end 
to  it  so  far  as  shipments  within  the  State  are  concerned. 

(6)  In  California  direct  rebates,  as  well  as  discriminations  by  the 
use  of  secret  rates,  have  been  given  on  oil. 

These  rebates  and  discriminations  benefited  the  Stjmdard  to  the  ex- 
tent of  about  ^100,000  in  190-t.  The  Associated  Oil  Company,  the 
Union  Oil  Company,  and  some  consumers  of  oil  also  received  rebates 
and  secret  rates,  but  the  Standard  apparently  received  as  much  as  all 
'oth(»r  interests  combined.  These  favors  were  almost  invariably  denied 
the  ordinary  shipper.  On  shipments  to  Arizona,  rebates  on  State 
i*ates  were  received  by  the  Standard  in  connection  with  interstate  ship- 
ments; this  virtually  was  a  rebate  on  interstate  business.  Owing  to 
the  fact  that  fuel  oil  is  extensively  sold  under  contract  on  the  Pacific 
coast,  rate  discriminations  obtained  by  a  few  favored  shippers  have 
enabled  them  to  monopolize  markets  for  long  periods. 

Great  injury  has  })een  inflicted  by  railroads  upon  independent  ship- 
pers through  discriminations  in  the  distribution  of  tank  cars. 

(7)  Open  published  rates  from  Whiting  into  a  large  part  of  the 
United  States  have  given  the  Standard  Oil  Company  an  unfair  advan- 
tage of  from  1  to  20  cents  per  hundred  pounds. 

This  discrimination  seriously  limits  independent  refiners  in  some 
markets,  and  shuts  them  out  completely  from  other  markets.     It  is 
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accomplished  by  the  use  of  commodity  rates— that  is,  rates  which  apply 
only  to  petroleum  and  its  products — and  b}^  refusal  to  prorate. 

The  true  principle  of  commodity  rate  making^  is  to  more  nearly 
equalize  competitive  conditions,  but  the  general  effect  of  commodity 
rate^  on  oil  has  been  to  give  the  Standard  relatively  much  lower 
rates  to  common  markets  than  those  given  to  its  competitors. 

For  instance,  in  shipments  to  New  Orleans  and  other  points  on  the 
lower  Mississippi  River  and  the  Gulf,  the  ordinary  class  rates  on  sim- 
ilar low-grade  articles  from  Toledo,  Cleveland,  and  Pittsburg  are  only 
2  cents  above  the  rates  from  Whiting.  The  commodity  rates  on  oil 
are  from  9i  to  131  cents  above  the  rates  from  Whiting.  The  normal 
principle  of  conunodity  rates  would  tend  to  make  the  charge  the  same 
from  all  four  of  these  points,  instead  of  increasing  the  differential. 

Prior  to  the  establishment  of  the  Whiting  refinery  the  railroads 
west  of  the  Mississippi  prorated  with  the  eastern  roads  on  oil  ship- 
ments from  the  Pennsylvania  and  Ohio  districts  into  most  parts  of  the 
West  and  Southwest.  After  the  establishment  of  the  Whiting  refin- 
ery these  roads  refused  to  prorate  from  points  east  of  Whiting.  This 
refusal  increased  the  natural  disadvantage  of  the  eastern  refineries  by 
from  i  to  19i  cents  per  hundred  pounds.  This  discrimination  is  the 
more  conspicuous  in  the  case  of  the  southwestern  niilroads  because 
they  do  prorate  with  the  railroads  from  Chicago  to  St.  Louis  on  oil 
from  Whiting  going  to  certain  sections. 

Movst  of  the  secret  rates,  and  some  of  the  open  discriminations  dis- 
covered by  the  Bureau  of  Corporations  were  abolished  by  the  railroads 
shortly  after  such  discovery.     Tfa(^  IKiore  important  -ohangos-  tbttyfar 

1.  The  secret  rntes  of  9  cents  a  barrel  from  Olean  to  Rochester 
and  10  cents  a  barrel  from  Olean  to  Buffalo  have  been  changed  to  an 
open  rate  of  29  cents  a  barrel  to  Rochester  and  27  cents  a  barrel 
to  Buffalo  on  shipments  of  all  refined  oil  products;  and  the  pmctice  of 
blind-billing  of  oil  has  been  dis(^ontinued  by  the  Pennsylvania  Railroad. 

2.  The  low  tank-car  rates  made  by  the  Rutljlnd  Railroad  from  Nor- 
wood to  Burlington,  Rutland,  and  Bellows  Falls,  Vt,  have  been  made 
applicable  on  oil  in  barrels. 

3.  The  cancellation  of  the  secret  rate  from  Whiting  to  Grand  Junc- 
tion will  reduce  by  about  three-fourths  the  Standard's  advantage  over 
competing  refiners  at  Toledo,  Cleveland,  and  vicinity  on  shipments  into 
a  large  part  of  the  South.  Init«ad  of  l-i  or  15  cents  the  differential 
against  them  is  now  3  or  4  cents  per  hundred  pounds,  while  the  disad- 
vantage of  competing  refiners  of  western  Pennsylvania  has  been  cor- 
respondingly* reduced. 

4.  The  cancellation  of  the  secret  rate  from  Whiting  to  Evansville 
will  reduce  the  Standard's  advantage  over  competing  refiners  at  Toledo 
on  shipmeuts  into  many  other  parts  of  the  South  from  about  6i  cents 
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to  Sk  cents  per  hundred  pounds.  The  advantage  which  the  Standard 
has  enjoyed  over  competitors  in  Cleveland,  Pittsburg,  and  other  inde- 
pendent refining  points  has  been  correspondingly  reduced. 

5.  The  cancellation  of  the  secret  rates  from  Whiting  to  East  St 
Louis  and  the  substitution  of  the  rate  of  10  cents  will  reduce  the 
Standard's  ach-antage  from  11  cents  to  7  cents  per  hundred  pounds, 
with  a  corresponding  reduction  of  its  advantage  over  more  easterly 
refining  points. 

G.  The  milroads  have  advanced  their  published  rates  from  Whiting 
into  northern  Indiana  and  Michigan  by  about  2  or  3  cents  per  hundred 
pounds,  and  liave  put  the  rates  practically  on  an  equality,  distance  con- 
sidered, with  those  from  Toledo  and  more  easterly  points. 

7.  The  New  York,  New  Haven  and  Hartford  Railroad  has  resumed 
the  practice  of  prorating  on  oil,  thereby  reducing  the  average  freight 
charge  to  independent  refiners  of  western  Pennsylvania  and  Ohio  on 
shipments  into  a  large  part  of  Connecticut,  Rhode  Island,  and  Massa- 
chusetts, by  about  8  cents  per  100  pounds.  This  will  materially 
increase  their  opportunity  for  competition  with  the  Standard  Oil  Com- 
pany in  that  territory.  The  Interstate  Commerce  Commission  recently 
denounced  the  former  pnictice  and  recommended  a  change.  j 

8.  A  large  number  of  the  secret  rates  of  California  railroads  have 
been  published  as  open  i-ates.  While  under  the  contract  system  of 
selling  fuel  oil  generally'  employed  in  that  region  the  concerns  for- 
merly enjoying  the  secret  rates  continue  to  l)enefit  from  them,  this 
revision  of  taritfs  obviously  operates  to  the  benefit  of  independent 
shippers  on  future  business.  A  number  of  discrepancies  in  open  rates 
on  the  Pacific  coast  liave  also  been  adjusted. 

The  changes  above  described,  with  othei*s  of  less  importance,  mean 
much  more  than  the  increase  of  freight  (charges  to  the  Standard. 
They  show  in  striking  fashion  the  good  which  has  already  resulted 
from  this  investigation.  They  put  independents  upon  a  fairer  footing 
and  make  coini^etition  possil)lo  in  territoi  ies  heretofore  inaccessible. 

Nevertheless,  the  widespread  discriminations  in  open  rates  still  in 
;  force  leave  the  independents  at  serious  disadvantage.  The  investiga- 
tion has  only  incid(»jitally  touched  Stite  shipments  from  distributing 
centers,  particularly  in  loss  than  ctirloads.  The  few  instances  examined 
suggest  the  probability  of  discriminations  on  such  shipments  which, 
taken  in  connection  with  through  trafiic,  may  result  in  discriminations 
on  interstate  business. 

I  have  cited  these  particular  instances  to  show  the  various  methods 
by  which  discriminations  are  obtained,  and  to  call  particular  attention 
to  methods  which,  if  legal,  are  mere  devices  to  obtain  exactly  the 
same  result  as  would  be  obtained  by  rebates  paid  on  interstate  busi- 
ness. Any  freight  discrimination,  whether  it  be  State  or  interstate, 
tends  to  give  control  of  markets  to  the  preferred  shipper,  and  makes 
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monopoly  possible.  If  existing  law  merely  prohibits  a  special  device 
for  obtaining  discrimination,  and  permits  the  same  result  to  be  accom- 
plished in  a  different  way,  then  the  legislation  is  to  that  extent  a  sham. 
This  investigation  has  shown  very  clearly  one  glaring  defect  in  the 
interstate  commerce  law,  viz,  the  method  of  filing  and  publishing 
tariffs.  Although  a  tariff  or  a  rate  has  been  tiled  with  the  Conmiission 
in  compliance  with  the  terms  of  the  law,  none  but  the  favored  shipper 
may  know  of  its  existence.  Tariffs  may  be  made  and  rates  may  be 
combined  in  such  manner  as  to  make  it  practically  impossible  for  the 
ordinary  shipper  to  find  them.  As  long  as  the  State  rates  are  not 
required  to  be  made  public,  and  shippers  use  such  rates  in  combination 
with  interstate  rates,  all  manner  of  devices  to  evade  the  purpose  of 
the  law  are  possible.  All  State  rates  used  in  connection  with  inter- 
state shipments  should  be  tiled  with  the  Interstate  Commerce  Commis- 
Bion,  and  a  radical  change  should  be  made  in  the  dii-ection  of  simplify- 
ing tariffis  and  in  methods  of  posting  and  filing  them. 
Very  respectfully^ 

James  Rudolph  Gak^eld, 

Commissioner  of  Corporatunis 
The  Prb8IL>ent. 


REPORT  OF  THE  COMMISSIONER  OF  CORPORATIONS  ON  THE 
TRANSPORTATION  OF  PETROLEUM. 


SUMMARY. 


The  investigation  of  petroleum  transportation  by  the  Bureau  of 
Corporations  has  been  mainly  based  upon  the  tariffs  and  records  of 
the  railway  companies  themselves.  It  has  covered  a  large  number 
of  the  leading  railroad  systems  throughout  the  United  States.  The 
inquiry  was  not  confined  to  the  business  of  any  one  shipper,  but  cov- 
ered shipments  for  selected  periods  over  most  of  the  railroads  leading 
out  from  the  important  refining  points  of  the  country.  The  aim  has 
been  to  investigate  not  the  business  of  a  single  shipper,  but  that  of 
all  shippers,  with  a  view  to  discovering  whether  discriminations 
existed  in  favor  of  any. 

The  general  result  of  the  investigation  has  been  to  disclose  the 
existence  of  numerous  and  flagrant  discriminations  by  the  railroads  in 
behalf  of  the  Standard  Oil  Company  and  its  affiliated  corporations. 
With  comparatively  few  exceptions,  mainly  of  other  large  concerns  in 
California,  the  Standard  has  been  the  sole  beneficiary  of  such  discrim 
inations.  In  almost  every  section  of  the  country  that  company  has 
been  found  to  enjoy  some  unfair  advantages  over  its  competitors, 
and  some  of  these  discriminations  affect  enormous  areas. 

Not  only  has  this  resulted  in  great  direct  pecuniary  advantage  in 
transportation  cost  to  the  Standard,  but  it  has  had  the  far  more 
important  effect  of  giving  that  company  practically  unassailable 
monopolistic  control  of  the  oil  market  throughout  large  sections  of 
the  country. 

Discriminations  in  the  transportation  of  oil  embrace  a  variety  of 
forms,  the  more  important  of  which  may  be  classed  under  the  follow- 
ing heads: 

1.  Secret  and  semisecret  rates. 

2.  Discriminations  in  the  open  arrangement  of  rates. 

3.  Discriminations  in  classification  and  rules  of  shipment. 
L  Discriminations  in  treatment  of  private  tank  cars. 
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secbj:t  and  semisecbet  bates. 

Many  of  the  discriminations  in  behalf  6f  the  Standai-d  Oil  Company 
are  brought  about  by  secret  or  semisecret  rates. 

It  should  be  noted  at  the  outset  that  the  ''rebate"  is  merely  one  of 
the  means  of  departing  from  an  open  tariflF  i-ate  and  giving  the  favored 
shipper  the  advantage  of  a  secret  rate.  The  discrimination  is  really 
in  the  rate  itself,  and  whether  it  is  applied  by  rebate  or  otherwise  is  a 
matter  of  form  only.  The  rebate,  in  the  strict  sense,  Ls  the  repayment 
of  part  of  the  freight  charges  which  have  been  previously  collected 
from  the  shipper.  The  Standard  Oil  Company  has  repeatedly  asserted 
that  since  the  passage  of  the  Interstate  Commerce  Act  in  1887  it  has 
received  no  rebate.  With  one  or  two  exceptions  the  investigations 
of  the  Bureau  have  as  yet  discovered  no  rebates  in  this  technical  sense 
on  interstate  business,  although  on  shipments  wholly  within  the  State 
of  California  the  Standard,  and  also  several  other  large  concerns,  have 
received  direct  rebates  of  considerable  amount.  But  discriminations 
fully  as  effective  have  been  made  in  behalf  of  the  Standard  by  means 
of  secret  rates  concealed  through  other  methods  than  the  rebate. 

So  far  as  discovered  by  the  Bureau  of  Corporations,  the  secret  rates 
enjoyed  by  the  Standard,  except  in  California,  have  almost  all  been 
made  from  points  where  that  company  is  the  only  shipper.  The  secret 
rate  in  such  a  case,  however,  is  just  as  discriminatory  and  just  as 
injurious  to  the  interests  of  competitors  as  if  they  were  charged 
higher  I'ates  for  the  same  hauls.  This  secrecy  leaves  the  independent 
refiner  in  the  dark  as  to  the  most  important  factor  affecting  competi- 
tion in  common  markets.  It  prevents  him  from  applying  to  the  rail- 
roads or  to  the  public  authorities  for  relief. 

To  consummate  the  unfairness  it  is  obviously  not  necessary  that  the 
independent  should  actually  ship  at  the  higher  rate  while  the  Standard 
ships  at  the  lower.  The  evil  is  accomplished  even  more  effectually  if 
the  existence  of  the  lower  rate  allows  the  Standard  to  get  to  a  com- 
mon market  while  the  rate  (juotcd  to  the  independent  is  so  high  that 
he  is  absolutely  prevented  from  shipping  there.  When  under  such 
conditions  it  appears  that  the  independent  does  not  ship  at  all  to  a 
market  that  should  be  common,  and  that  the  Standard  is  the  only 
concern  that  does,  this  means  that  the  evil  intended  by  the  discrim- 
ination has  been  most  perfectly  accomplished. 

The  secret  rates  already  discovered  by  the  Bureau  of  Corporations 
represent  a  direct  saving  to  the  Stiindard  of  many  hundreds  of 
thousands  of  dollars  annually.  The  unreasonable  advantage  of  the 
Standard  over  its  competitors  from  these  secret  rates  amounts  in 
large  sections  of  the  country'  to  from  4  to  20  cents  per  hundred 
pounds,  or  from  one-fourth  to  1\  cents  per  gallon.  Oil  is  a  cheap 
commodity,   which  costs  comparatively  little    aside  from   the   itiw 
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material.  A  profit  of  one-half  cent  per  gallon  on  refined  oil,  togettier 
with  correaponding  profits  on  the  other  products  of  petroleum,  is  a 
fair  return  to  the  capital  invested  in  a  refinery.  The  Standard  has 
therefore  been  able  by  reason  of  its  discriminating  freight  rates  to 
sell  oil,  when  necessary  to  meet  competition,  at  prices  which  were 
profitable  to  itself,  but  which  left  no  profit  to  a  competitor.  Having 
thus  destroyed  competition  in  large  sections  of  the  country,  the  Stand- 
ard there  charges  prices  several  cents  above  the  cost  of  manufacture. 
Railway  discriminations,  in  connection  with  price  cutting,  have  thus 
enabled  the  Standard  to  obtain  monopoly  profits  of  enormous  amount. 
There  are  several  devices  b}^  which  these  secret  or  semisecret  rates 
have  been  established. 

SECRET   STATE    RATES. 

Many  of  the  secret  rates  discovered  b}"  the  Bureau  of  Corporations 
have  applied  only  on  shipments  of  oil  wholly  within  single  States. 
The  Standard  Oil  Company,  which  controls  refineries  in  12  States,  is 
obviously  in  a  position  to  make  extensive  use  of  such  intrastate  rates, 
or,  as  they  are  ordinarily  designated.  State  rates.  The  Federal  law 
does  not  require  the  publication  of  State  rates  as  such,  and  in  actual 
practice  railroads  employ  great  numbers  of  such  rates  which  they 
file  neither  with  the  Interstate  Commerce  Commission  nor  with  any 
State  authority,  and  which  they  do  not  post  in  their  stations  or  other- 
wise publish. 

The  Standard  Oil  Company  has  received  the  advantage  of  low  secret 
State  rates  from  several  railroads  on  a  very  large  volume  of  business. 
While  such  State  rates  may  not  have  been  a  condition  for  securing 
interstate  business,  yet  it  is  obvious  that  very  low  State  rates  given 
by  a  railroad,  whether  as  a  consideration  for  interstate  shipments  or 
not,  will  have  practically  the  same  effect  as  a  rebate  on  interstate 
business  of  the  same  s'Jpper. 

USE  OF   SECRET   STATE   RATES   ON   INTERSTATE   SHIPMENTS. 

Such  secret  State  rates  have  been  likewise  very  extensively  used 
directly  in  connection  with  business  which  was  actually  interstate. 
Secret  State  rates  have  been  combined  with  interstate  rates,  more  or  less 
open  in  character,  to  give  a  total  rate  nmch  less  than  the  through  pub- 
lished rate  from  the  initial  point  of  shipment  to  the  final  destination. 
The  volume  of  oil  shipped  by  the  Stiindard  Oil  Company  on  such  rate 
combinations  has  been  exceedingly  great.  The  original  billing  of  the 
oil  under  the  secret  State  rates  has,  in  many  cases,  shown  on  its  face 
that  the  freight  was  destined  to  a  point  in  another  State. 

It  is  frequently  claimed  that  a  shipper  is  entitled  to  tlie  lowest  com- 
bination o£  open  rates  between  two  points,  even  though  these  are  less 


4  TRANSPORTATION  OF  PETROLEUM. 

than  a  published  through  rate  between  the  same  points.  This  may  be 
proper  so  long  as  the  separate  local  rates  are  genuinely  published  and 
readily  ascertainable  by  any  shipper.  Such  a  situation,  however,  usu- 
ally occurs,  and  should,  save  perhaps  in  a  few  exceptional  cases,  occur 
only  by  ovci*sight  on  the  part  of  the  railroad,  and  should  ordinarily 
be  remedied,  when  discovered,  by  the  publication  of  through  rates  no 
greater  than  the  sum  of  the  local  rates. 

This,  however,  is  very  different  from  the  use  of  secret  State  rates 
in  such  combinations. 

The  employment  of  a  secret  State  rate  in  connection  with  interstate 
tariffs,  even  though  the  latter  are  published,  obviously  affords  a  device 
by  which  the  sections  of  the  interstate-commerce  act  requiring  publicity 
can  be  completely  nullified.  Under  such  a  device  a  shipment  might 
move  from  Maine  to  California,  covering  almost  the  entire  distance  on 
secret  State  rates,  merely  taking  published  rates  on  short  hauls  across 
State  boundaries.  There  would  thus  l>e  no  limit  to  the  possibilities  of 
departure  from  published  through  rates. 

SECRET   INTERSTATE   RATES   NOT   FILED. 

There  are  still  other  cases  in  ^/hich  intei'statc  shipments  of  oil  have 
been  made  on  a  single  through  rate  which  was  not  published  or  filed 
with  the  Interstate  Commerce  Commission. 

The  most  important  instance  discovered  by  the  Bureau  of  Corpora- 
tions is  that  of  shipments  from  the  Standards  great  refinery  at  Whiting, 
Ind.,  to  points  in  Illinois,  especially'  East  St.  Louis.  Whiting  is  only 
2  miles  from  the  Illinois  State  line  and  is  within  the  Chicago  switch- 
ing limits;  that  is,  the  railroads  ordinarily  appl}'  Chicago  rates  from 
WTiiting.  Several  of  the  railroads  have  ignored  the  State  line  and 
have  treated  shipments  of  oil  from  Whiting  to  points  in  Illinois  as  State 
traffic.  Some  of  these  State  rates  have  been  public,  but  others  have 
been  secret,  and  some  of  the  latter  have  been  used  in  the  face  of  higher 
rates  filed  with  the  Interstate  Commerce  Commission.  Moreover,  the 
secret  rates  thus  made  from  Whiting  to  East  St.  Louis,  111.,  have  been 
used  on  enormous  shipments  of  oil  destined  to  maii}^  points  in  the  South- 
west. It  has  been  contended  that  the  Commission  was  informed  as  to 
the  rates  from  Whiting  to  East  St.  Louis  by  reason  of  the  fact  that 
during  recent  years  notices  or  "application  sheets"  have  been  filed 
with  the  Commission,  stating  that  Chicago  rates  would  appl}^  from 
Whiting.  But  as  the  Chicago  mtcs  actually  used  were  not  stated  in  this 
applic4ition  sheet,  nor  elsewhere  published  or  tiled  with  the  Commis- 
sion, it  is  clear  that  this  notice  conveyed  no  information  to  an3-one. 
Moreover,  formerly  not  even  this  formality  of  filing  an  application 
dheet  was  indulged  in. 
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VIRrUAL   SECRECY   OF   FILED   RATES. 

There  is  a  further  important  class  of  cases  where  rates,  though  tech- 
nically filed  in  compliance  with  the  law,  nevertheless  are  not  made 
effectively  public,  and  can  not  be  ascertained  by  shippers  with  the 
exercise  of  reasonable  diligence. 

There  are  two  principal  sources  of  information  for  the  ordinary 
shipper:  First,  inquiry  at  the  oflBces  of  the  railroad  company,  together 
with  inspection  of  tariff  sheets,  which  are  supposed  to  be  posted  at 
the  railway  stations,  and  second,  the  files  of  the  Interstate  Commerce 
Commission. 

The  local  freight  agent  can  not  be  expected  to  have  knowledge  of 
all  possible  combinations  of  rates,  and  may  be  honestly  ignorant  in  the 
given  case;  or  it  may  be  the  willful  intent  of  the  railroad  company  to 
withhold  information,  an  intent  which  has  sometimes  been  disclosed 
in  the  investigation  of  the  Bureau  of  Corporations.  As  to  the  post- 
ing of  rates  in  stations,  though  required  by  law,  the  requirement  is 
often  violated,  and,  perhaps,  can  not  be  fully  complied  with  by  the 
railroads  under  the  present  system  of  issuing  tariffs. 

The  law  also  requires  that  interstate  tariffs  be  filed  with  the  Inter- 
state Commerce  Commission,  but  the  mass  of  tariffs  tiled  by  the  rail- 
ways with  that  Commission  presents  a  problem  so  great  as  to  be  nec- 
essarily insoluble  by  the  ordinary  shipper.  Railway  tariffs  as  now  tiled 
are  extremely  and  unnecessarily  numerous  and  complex,  and  arc  con- 
stantly being  ftirther  complicated  by  the  filing  of  amendments,  cancel- 
lations, and  reissues,  or  absolutely  conflicting  and  inconsistent  issues. 
The  tariffs  tiled  run  into  the  hundreds  of  thousands  annually,  and  cover 
a  vast  number  of  stations.  It  is  impossible  for  the  ordinary  shipper 
t9  rely  upon  this  source  of  information,  except  as  to  certain  of  the 
more  general  and  well-defined  rates. 

The  natural  difliculties  of  the  statutory  sources  of  information  are 
further  greatly  increased  by  what  seems  to  be  delibei-ate  action  on  the 
part  of  railroads.  Tariffs  are  made  to  read  in  some  cases. from  unex- 
pected and  improbable  points,  naming  rates  which  conflict  with 
those  conspicuously  named  from  the  neighboring  points  as  to  which 
inquiry  would  ordinarily  be  made.  In  other  cases  unexpected  and 
improbable  combinations  of  local  rates  are  made  which  are  lower  than 
the  conspicuously  published  through  mtes  from  the  point  of  origin  to 
the  point  of  final  destination.  Circuitous  and  unusual  routes  are 
selected  in  some  cases  in  order  to  make  up  these  combinations.  The 
concealment  is  made  the  more  effective  by  the  fact  that  the  railroads 
have  frequently  published  and  republished  the  higher  rates  by  the 
routes  which  would  be  expected,  while  they  have  continued  to  use  the 
lower  rates  by  the  improbable  routes. 
H.  Doc  812, 59-1 3 
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Thus,  the  Chicago  and  Eastern  Illinois  Railroad  has  tiled  cei*tain  tariffs 
on  oil  from  Dolton,  111. — an  unfamiliar  junction  point  near  Chicago 
(but  the  connecting  point  for  all  shipments  of  the  Standard  from 
Whiting  over  the  Chicago  and  Eastern  Illinois) — which  have  conflicted 
with  the  rates  conspicuously  published,  both  before  and  after  this, 
from  Chicago  itself.  The  agent  of  the  railroad  at  Chicago  would  not 
necessarily  know  that  lower  rates  could  be  made  from  Dolton,  nor 
would  the  ordinary  shipper  expect  it.  Shippers  inquiring  from  this 
railroad  for  rates  from  Chicago  have  in  some  cases  not  been  notified 
of  the  rates  from  Dolton.  Again,  tariffs  have  been  published  from 
Chicago  to  Springfield,  Mo.,  which,  in  combination  with  duly  filed 
tariffs  reading  out  from  Springfield,  made  the  through  rates  to  points 
in  Indian  Territory  very  much  lower  than  through  rates  from  Chicago 
to  these  points  conspicuously  published  both  before  and  after  the 
lower  rates  were  published.  The  agent  at  Chicago  or  at  St.  Louis 
would  have  no  reason  to  know  that  siich  a  combination  of  rates  by  way 
of  Springfield  could  be  made,  and  the  shipper  would  have  still  less 
reason  to  look  for  it. 

These  methods  of  handling  and  filing  interstate  tariffs  become  the 
more  effectively  secret  when  the  interstate  i-ates  are  used  in  combina- 
tion with  secret  State  rates,  as  already  described,  to  make  the  total 
charge  less  than  a  conspicuously  published  through  rate  or  combina- 
nation  of  rates.  For  instance,  the  Missouri  Pacific  and  Southern 
Pacific  railroads,  in  conjunction  with  other  lines,  have  repeatedly 
issued  tariffs  reading  from  St.  Louis,  Mo.,  to  various  points  in  south- 
ern Ix)uisiana.  Prior  to  the  issue  of  some  of  these  through  tariffs,  and 
continuing  throughout  the  time  of  their  existence,  the  Missouri  Pacific 
has  tiled  an  inconspicuous  mimeogi^aph  tariff  reading  from  St.  Louis  to 
Alexandria,  La.,  while  the  Southern  Pacitic  has  named  rates  out  from 
Alexandria  to  precisely  and  onl}'  the  points  included  in  the  published 
through  tariff  mentioned,  these  iK)ints  Iwing  the  leading  tank  stations 
o^  ihe  Standard  Oil  Company  in  this  territory.  These  rates  from 
Alexandria  were  State  rates  not  tiled  with  the  Interstate  Commerce 
Connnission.  The  combination  of  rates  to  these  points  by  way  of 
Alexandria  was  about  one-fourth  loss  than  the  published  through  rates. 
The  agent  at  St.  Louis  could  not  be  expected  to  know  the  total  rates 
under  this  combination,  and  the  ordinar}'  shipptn*  would  certainly  not 
look  for  the  combination,  as  the  through  rates  were  in  a  tariff  familiar 
to  every IkkIv. 

One  of  the  most  striking  secret  discriminations  discovered  by  the 
Bureau  of  Corporations  has  been  made  by  the  combination  of  one  of 
these  virtually  secret  interstate  rates  with  proix)rtions  of  published 
through  rates  from  another  |)oint  to  the  places  of  final  destination, 
which  proi)ortions  are,  according  tx>  ordinary  railroad  practioe,  abso- 
lutely secret. 
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The  only  published  combination  of  rates  from  Whiting  to  most  points 
in  the  South  is  made  up  of  a  published  rate  of  11  cents  per  hundred 
pounds  to  the  Ohio  River  plus  published  rates  of  varying  amounts  from 
the  Ohio  River  to  destination.  This  combination  is  a  long  established 
one,  well  known  to  all  shippen^.  Instead  of  transporting  oil  on  these 
published  combinations  and  by  direct  routes,  the  Standard  Oil  Com- 
pany has  shipped  it  iirst  to  Grand  Junction,  Tenn.,  and  thence  to  final 
destination,  by  a  route  in  many  cases  very  unnecessarily  circuitous. 
The  rate  to  Grand  Junction,  which  was  filed  with  the  Interstate  Com- 
merce Commission,  read  from  Dolton,  111.,  and  was  13  cents  per  hun- 
dred pounds.  The  Southern  Railway  beyond  Grand  Junction  charged 
merely  its  secret  proportions  of  the  published  rate^  from  the  Ohio 
River.  By  adding  this  13-cent  rate  to  these  secret  proportions,  through 
rates  were  made  about  one-fourth  lower  than  the  published  combina- 
tion by  way  of  the  Ohio  River.  The  secrecy  of  this  combination  is 
evidenced  by  the  fact  that  the  very  railroad  which  made  this  rate — the 
Chicago  and  Eastern  Illinois — reported  to  the  Bureau  of  Corporations 
much  higher  rates  from  Whiting  to  points  of  final  destination  than 
those  which  were  actually  being  made  by  way  of  Grand  Junction. 
Both  Dolton  and  Grand  Junction  are  obscure  points,  which  no  ordi- 
nary shipper  would  think  of  considering  in  ascertaining  rates  for  the 
South. 

BLIND  BILLING   AND   FALSB  BILIJttJG. 

For  the  purpose  of  more  effectively  concealing  the  secret  rates  given 
to  the  Standard  Oil  Company,  railroads  in  several  important  cases 
have  used  peculiar  methods  of  billing  and  accounting. 

In  some  cases  oil  has  been  ^' blind  billed,"  that  is  to  say,  the  way- 
bills have  been  made  out  showing  the  kind  of  product  transported, 
and  its  weight,  but  without  showing,  as  is  the  usual  custom,  any 
freight  rate  or  the  amount  of  the  freight  charges.  In  such  instances 
the  collection  of  freight  is  ordinarily  made,  not  by  the  local  agent  of 
the  railroad  but  through  the  central  office,  b\'  the  present;ition  to  the 
Standard  of  a  summary  bill  showing  the  amount  of  freight  charges  at 
the  secret  rate.  Local  agents  often  do  not  know  what  the  actual  rates 
used  on  blind  bills  are.  Although  one  railroad  blind-bills  oil  where 
there  is  apparently  no  desire  to  conceal  the  rates,  the  cinmmstances 
under  which  the  practice  is  followed  by  other  railroads  are  such  as 
clearly  to  indicate  the  purpose  of  secrecy. 

In  at  least  three  important  cases,  other  than  those  involving  direct 
rebates,  oil  shipped  by  the  Standard  Oil  Company  has  been  falsel}' 
waybilled  at  a  published  tariff  rate,  while  the  freight  charges  actually 
collected  have  been  at  a  lower  secret  rate.  In  these  cases,  also,  the 
collection  has  been  made  through  the  general  office  of  the  railroad 
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company.     This  practice  is  evidently  designed  to  conceal  the  actaal 
rate,  and  is  quite  as  effective  for  that  purpose  as  a  rebate. 

In  other  instances  the  oil  has  been  handled  in  the  same  manner  as 
other  shipments  are  ordinarily  handled,  the  secret  rate  l>eing  used 
directly,  instead  of  a  published  rate,  in  the  waybills  and  records  of  the 
railroads,  and  the  collection  of  charges  being  made  in  the  ordinary 
manner  through  the  local  freight  agent.  Where  this  method  is  pur- 
•  sued  there  is,  of  course,  danger  that  the  knowledge  of  the  rate  may 
leak  out,  but  it  by  no  means  follows  that  rates  handled  in  this  manner 
are  open  rates  and  ascertainable  by  shippers  generally. 

INADEQUACY  OF   PRESENT    REQUIREMENTS    IN    SECURING    PUBLICITY   OF 

RATES. 

The  methods  and  particular  instances  given  above  are  those  discov- 
ered by  the  Bure4iu  of  Corporations  relating  to  the  shipment  of  oil 
over  a  considerable  number  of  important  railroads,  but  the  principles 
are  perfectly  applicable  to  other  forms  of  traffic  and  may  easily  exist 
now  or  be  hereafter  applied  to  any  extent  on  freight  ti^affic  generally. 

It  is  perfectly  clear,  therefore,  that  the  statutory  publicity  of  rates 
now  required  is  wholly  ineffective  and  is  constantly  evaded,  that  radical 
reform  is  necessary,  and  that  a  method  must  be  devised  to  afford 
the  ordinary  shipper  a  complete,  accurate,  and  easily  available  source 
of  information  as  to  all  rates,  both  from  his  own  shipping  point  and 
from  those  of  his  competitors,  if  any  limit  is  to  be  put  to  the  possi- 
bilities of  rate  discrimination. 

It  must  be  remembered  that  the  Standard  Oil  Company  maintains  a 
large  and  highly  paid  force  of  traffic  experts  whose  business  it  is  to 
examine  and  become  familiar  with  every  possible  combination  of  rates 
on  oil  which  may  be  of  use  to  the  Standard.  This  the  smaller  inde- 
pendent shipper  is  unable  to  do  on  account  of  the  expense. 

Furthermore,  there  is  no  escape  from  the  conclusion,  based  both  on 
specific  evidence  and  upon  the  general  character  of  these  secret  I'ate 
adjustments,  that  the  Standard  not  only  uses  but  largely  initiates  and 
secures  these  traffic  discriminations  so  advantageous  to  itself  and  so 
baffling  to  its  competitors,  and  that  the  Standard  is  often  responsible 
for  the  use  of  these  secret  methods  which  inure  to  its  exclusive  benefit 

LEADING  INSTANCES  OF  SECRET  DISCRIMINATIONS. 

THE    SECRET   OLEAN   RATES. 

To  Rochester. — A  rate  of  \)  cents  per  barrel  on  petroleum  and  its 
products  in  tank  cars  was  for  years  made  over  the  Pennsylvania  Railroad 
from  Olean,  N.  Y.,  to  Rochester,  N.  Y.  This  is  equivalent  to  about  2.8 
cents  per  hundred  pounds.  The  only  shipper  of  oil  from  Olean  is  the 
Vacuum  Oil  Company,  a  subsidiary  concern  of  the  Standard  Oil  C!om- 
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pany.  There  was  no  published  rate  from  Olean  to  Rochester  over  the 
Pennsylvania,  but  the  Erie  Railroad  published  a  rate  of  lOi  cents  per 
hundred  pounds.  This  is  equivalent  to  33.6  cents  per  barrel,  or  nearly 
four  times  the  secret  rate  df  the  Pennsylvania.  Rates  into  Rochester 
from  independent  western  Pennsylvania  refining  points,  in  the  same 
general  oil  field,  and  not  very  much  more  distant  than  Olean,  range 
from  about  38  cents  to  46  cents  a  })arrel.  As  a  result  practically  no 
independent  oil  has  been  shipped  into  Rochester.  The  shipments  of 
the  Vacuum  Oil  Company,  on  the  other  hand,  have  been  very  heav}', 
amounting  in  1904  to  nearly  470,000  barrels.  The  direct  saving  to 
the  Standard  by  reason  of  this  secret  rate,  as  compared  with  the  rate 
of  lOi  cents  per  hundred  of  the  Erie  Railroad,  was  over  $115,000  in 
that  3'ear.  Oil  shipped  at  this  rate  was  "  blind  billed."  The  authority 
for  these  rates  was  a  rate  order  conspicuously  labeled  ''Not  to  be 
posted."  It  was  not  filed  with  the  Interstate  Commerce  Commission 
and  was  unknown  to  independent  shippers: 

To  Burlington. — A  large  quantity  of  oil  Was  shipped  from  Olean 
to  Rochester  at  the  secret  rate  of  9  cents  per  barrel  destined  for 
points  beyond.  Much  of  northern  New  York  was  supplied  in  this 
manner,  in  connection  with  State  I'ates  of  the  New  York  Central. 
This  rate  to  Rochester  was  also  applied  to  considerable  shipments 
destined  to  Vermont  points.  It  was  used  in  connection  with  a  dis- 
criminatory State  rate  of  9  cents  per  hundred  pounds  from  R()(;hester 
to  Norwood,  N.  Y.,  over  the  New  York  Central,  and  in  connection  with 
extremely  low  tank-car  rates  of  the  Rutland  Railroad  and  of  tlie  Cen- 
tral Vermont  from  Norwood  to  Burlington,  Rutland,  and  Bellows  Falls, 
Vt.  The  rate  of  the  Rutland  from  Norwood  to  Burlington  was  $23 
per  tank  car,  regardless  of  weight.  The  average  weight  of  tank  cars 
shipped  to  Burlington  in  the  year  1904  was  64,900  pounds.  This 
tank-car  rate  was,  therefore,  equivalent  to  3.54  cents  per  hundred 
pounds,  a  rate  in  itself  extraordinarily  low  for  this  haul  of  134  miles, 
and  particularly  so  in  comparison  with  other  oil  rates  in  that  territory. 
The  tariff  rate  of  the  Rutland  Railroad  on  retinod  oil  in  barrels  from 
Norwood  into  Burlington  was  33  cents  per  hundred  pounds;,  or  nearly 
ten  times  as  high.  Even  had  independent  refiners  known  of  these  lov«^ 
tank-car  i*ates  on  refined  oil,  there  would  stil!  have  been  discrimination 
in  favor  of  the  Standard  Oil  Company,  since  independent  refiners  ship 
into  this  territory  chiefly  in  barrels,  and  in  order  to  take  advantage  of 
the  low  rates  would  have  had  to  go  to  the  expense^  ot  erecting  tank 
stations. 

The  rate  of  $23  per  tank  car  was  filed  with  the  Interstate  Commerce 
Conmiission,  but  it  was  to  all  intents  and  purposes  a .-  ecret  rate.     Inde 
pendent  refiners  of  western  Pennsylvania,  who  reciiiested  rales  into 
Burlington  from  roads  connecting  with  the  Rutland  by  way  of  Nor- 
wood, were  not  advised  of  this  rate. 
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The  total  charge  of  the  Standard  from  Olean  into  Burlington,  there- 
fore, was  15.34  cents,  consisting  of  the  rate  of  2.8  cents  per  hundred 
(9  cents  per  barrel)  from  Olean  to  Rochester,  the-  rate  of  9  cents  per 
hundred  from  Rochester  to  Norwood,  and  of  3.54  cents  per  hundred 
from  Norwood  to  Burlington.  The  lowest  through  rate  from  western 
Pennsylvania  points  into  Burlington  to-day  is  33  cents  per  hundred 
pounds,  and  for  some  time  prior  to  July,  1904,  it  was  38  cents  per  hun- 
dred pounds. 

To  Rutland. — The  tank-car  rate  of  the  Rutland  Railroad  from  Nor- 
wood to  Rutland  in  1904  was  $28  per  car,  which  amounted  to  4.22 
cents  per  hundred  pounds  on  the  basis  of  the  average  weight  of  cars 
ship{)ed,  thus  making  a  through  combination  from  Olean  to  Rutland  of 
practically  16  cents  per  hundred  pounds.  The  regular  through  rate 
from  western  Pennsylvania  points  to  Rutland  was  23i  cents. 

The  Standard  Oil  Company,  in  1904,  shipped  more  than  200  cars  of 
oil  into  these  Vermont  points  via  the  Norwood  route;  about  75  per 
cent  of  this  business  was  for  Burlington.  The  original  waybills  made 
out  by  the  Pennsylvania  Railroad  on  these  Vermont  shipments  showed 
clearly  on  their  face  not  only  the  final  destination  but  also  the  route, 
indicating  beyond  question  that  they  were  known  to  be  interstate 
shipments. 

The  low  rates  allowed  from  Norwood  on  refined  oil  in  tank  cars 
were  also  applied  to  carloads  of  lubricating  oil  in  barrels.  This  was 
a  further  discrimination  in  favor  of  the  Standard  Oil  Company,  which 
often  ships  large  amounts  of  lubricating  oil  in  wood.  On  the  other 
hand,  the  average  indei>endent  refiner,  with  his  small  business,  would 
seldom  have  occasion  to  ship  a  full  carload  of  lubricating  oil  into 
Vermont  territorv.  In  November,  1905,  after  the  Rutland  Railroad 
knew  that  the  Bureau  of  Cori)orations  was  informed  of  these  I'ates  on  tank 
cars,  it  filed  a  tariff  applying  the  same  rates  to  carloads  of  refined  oil 
in  barrels,  but  there  is  no  reason  to  believe  that  independent  refiners 
knew  of  this  new  tariff,  so  that  the  advantage  of  the  Standard  Oil 
Company  was  continued. 

This  is  an  instance  of  discrimination  in  favor  of  the  Standard  Oil 
Company  effected  hy  tlie  use  of  an  a])s()lutely  secret  State  rate  in  con- 
nection with  an  inttMstiite  rate  which,  though  filed  with  the  Inte]*state 
Commerce  Commission,  was  virtually  secret,  which  was  denied  to 
independent  shippers  asking  for  rates  into  Burlington,  and  which,  fur- 
thermoiv,  applied  by  a  junction  point  from  which  no  independent 
shipper  would  naturally  ask  for  rates. 

These  low  tank-car  rates  of  the  Rutland  Railroad  were  participated 
in  ])y  the  C'entral  Vermont,  which  carried  the  oil  for  a  part  of  the  dis- 
tance. In  fact,  it  was  the  old  Centnil  Vermont  which  originally  issued 
these  rates,  the  Rutland  having  inherited  them  when  it  acquired  from 
the  Centml  Vermont  the  properties  of  the  latter  extending  west  from 
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Rouses  Point.  Low  as  these  rates  were,  the  old  Central  Vermont 
Railroad,  for  several  years  prior  to  1892,  had  a  still  lower  rate  of  only 
$12  per  tank  car  from  Norwood  into  Burlington. 

2o  Buffalo,^ A  rate  of  10  cents  per  barrel  in  tank  cars  was  also 
made  by  the  Pennsylvania  Railroad  from  Olean  to  Buffalo.  The 
Vacuum  Oil  Company  was  the  only  beneticiary.  The  rate  from  all 
independent  refining  points  in  western  Pennsylvania  into  Buffalo  is  32 
cents  per  barrel.  In  other  words,  the  independent  refiners  were 
charged  more  than  three  times  the  rate  allowed  the  Standard.  This 
Buffalo  rate  was  of  the  same  secret  nature  as  that  into  Rochester,  and, 
like  it,  was  applied  by  means  of  blind  billing.  Over  65,000  barrels 
were  shipped  from  Olean  into  Buffalo  at  this  rate  in  1904. 

In  March,  1900,  very  shortly  after  the  Bureau  of  Corporations  had 
completed  its  investigation  of  the  Pennsylvania  Railroad's  records, 
that  company  amended  its  secret  tariffs  from  Olean  so  as  to  raise  the 
rate  on  finished  petroleum  products  from  Olean  to  Rochester  from  2.8 
cents  to  9  cents  per  hundred  .pounds,  and  from  Olean  to  Buffalo  from 
3.1  cents  per  hundred  (10  cents  per  barrel)  to  8.5  cents  per  hundred. 
This  change  reduced  greatly  the  unjust  advantage  of  Olean,  the  Stand- 
ard's shipping  point,  over  independent  refining  points  in  western  Penn- 
sylvania. However,  the  Pennsylvania  continues  to  apply  its  former 
low  i-ates  on  unfinished  products,  which  constitute  a  large  proportion 
of  the  total  movement  from  Olean,  so  that  an  important  discrimination 
still  exists.  The  Pennsylvania  has  discontinued  its  practice  of  blind 
billing  oil. 

SECRET   RATES  ON   LESS-THAN-CARLOAD  LOTS  IN   VERMONT. 

Although  the  Bureau  of  Corporations  did  not  make  any  extensive 
examination  of  rates  on  less-than-carload  lots,  it  found  an  extremely 
interesting  case  of  discrimination  on  such  shipments  on  the  Central 
Vermont  Railway.  This  company  made  secret  State  rates  from  Bur- 
lington to  a  large  number  of  Vermont  towns.  They  enabled  the  Stand- 
ard Oil  Company  to  distribute  from  that  point  at  a  further  important 
advantage  the  oil  which  it  had  shipped  from  Norwood  into  Burlington 
at  the  low  tank-car  rates  already  described. 

More  than  fifty  such  secret  rates  were  found.  The  oil  was  falsely 
billed  at  pul)lished  rates,  but  collection  was  made  through  the  central 
office  at  the  lower  rates.  These  secret  rates  were  over  30  per  cent 
lower  than  the  tariff  rates. 

In  addition  the  Central  Vermont,  by  means  of  "special  rate  orders," 
allowed  the  Standard  flat  tank-car  rates  from  Burlington  to  other 
Vennont  points  which  were  decidedly  low.  These  rate  orders  showed 
on  their  face  that  they  were  issued  for  the  Standard  Oil  Compan}^ 
specifically. 
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Thus  every  carrier  taking  part  in  the  haul  from  the  refinery  at 
Olean  to  the  consuming  points  in  Vermont  made  a  discriminatory  rate 
resulting  in  special  benefit  to  the  Standard. 

SECRET   GRAND  JUNCTION  RATE. 

The  secret  rate  combination  by  way  of  Gmnd  Junction,  Tenn.,  the 
method  of  which  has  already  been  described,  was  of  very  great  advantage 
to  the  Standard  Oil  Company  for  many  years.  By  this  combination 
the  Standard  shipped  oil  into  a  large  part  of  Tennessee,  Mississippi, 
Alabama,  Georgia,  and  South  Carolina  at  an  average  of  one-fourth 
less  than  the  published  rate  combination  from  Whiting  and  approxi- 
mately one-third  less  than  the  rates  from  competing  refining  points  in 
Ohio  and  western  PennsyhTfnia  no  farther  distant.  The  oil  shipped  on 
these  secret  rates  averaged  over  65,000,000  pounds  per  year.  The 
direct  saving  to  the  Standard  b}^  this  Grand  Junction  combination  was 
approximately  $70,000  per  year,  while  the  indirect  advant^e  of 
enabling  it  to  establish  monopoly  conditions  in  the  South  was  of 
much  greater  importance  still. 

Correspondence  in  the  files  of  the  Chicago  and  Eastern  Illinois  Rail- 
road shows  clearly  not  onl}-  that  the  traflic  oflBcers  of  the  Standard  Oil 
Company  secured  the  establishment  of  this  low  rate,  but  that  they 
were  parties  to  the  device  used  to  conceal  it. 

The  13-cent  rate  from  Whiting  to  Grand  Junction,  which  was  the 
basis  of  this  discrimination,  was  canceled  in  December,  1905,  almost 
immediately  after  it  was  discovered  by  the  Bureau  of  Coi-porations. 

SECRET   EVANSVILLE    RATE. 

Oil  shipped  from  Whiting  on  the  Grand  Junction  rate  all  pwissed 
through  Evansviile,  Ind.  Inasmuch,  however,  as  there  were  impor- 
tant points  in  the  South  which  could  not  be  reached  by  way  of  the 
Southern  Kailway  through  Grand  Junction,  the  Standard  Oil  Company 
obtained  a  secret  rate  from  the  Chicago  and  Eastern  Illinois — the  same 
road  which  was  a  party  to  the  Grand  Junction  i-ate — from  Whiting  to 
Evansviile,  which  was  used  in  connection  with  other  shipments  South. 
The  only  published  tariff  rate  on  oil  from  Whiting  to  Evansviile  has 
for  years  been  11  cents  per  hundred  pounds.  The  actual  rate  paid  by 
the  Sfandard  was  8i  cents,  while  during  part  of  the  time  a  portion  of 
the  shipments  were  carried  at  6  cents.  The  tariffs  naming  these  low 
rates  were  never  filed  with  the  Interstate  Commerce  Commission.  The 
railroad  called  them  State  tariffs,  although  hundreds  of  waybills  on 
cars  of  oil  to  which  these  rates  were  applied  showed  on  their  face  des- 
tinations in  States  south  of  the  Ohio  River. 

In  order  more  effectivel}'  to  conceal  these  discriminatory  rates,  the 
Chicago  and  Eastern  Illinois  falsely  Irilled  the  oil  at  the  published 
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rate  of  11  cent«,  but  through  its  general  office  collected  the  freight  on 
the  basis  of  the  lower  rates. 

The  movement  of  oil  from  Whiting  to  Evansville  destined  to  points 
beyond  amounted  to  approximately  35,000,000  pounds  per  year.  The 
difference  between  the  published  freight  rate  and  the  actual  rates 
applied  on  the  shipments  of  thirty-three  and  one-half  months  was 
about  $30,000,  or  an  avierage  of  between  $10,000  and  $11,000  per  year. 
The  secret  8J-cent  rate  was  also  applied  on  the  less  important  ship- 
ments destined  to  Evansville  for  local  consumption. 

By  means  of  these  secret  rates  to  Evansville  the  Standard  Oil  Com- 
pany was  able  to  reach  most  of  the  territory  in  the  South  which  was 
not  covered  by  the  secret  Grand  .Junction  combination,  at  a  cost  on 
the  average  of  about  6  cents  per  hundred  pounds  less  than  the  rates 
from  Toledo,  which  is  practically  the  same  distance  from  these  points 
of  destination.  The  Standard  enjoyed  an  even  greater  advantage  over 
competitive  refiners  still  farther  east.  To  the  remainder  of  the  south- 
ern territory  not  reached  by  the  Grand  Junction  and  Evansville  secret 
rate  combinations  the  open  rates  from  Whiting  and  from  Standard 
refining  points  on  the  eastern  seaboard  are  so  much  more  favorable 
than  the  rates  from  competing  refining  centers  as  to  give  control  of 
the  markets  without  the  need  of  secret  i-ates. 

The  secret  Evansville  rates  were  C4inceled  immediately  after  their 
discovery  by  the  Bureau  of  Corporations,  and  the  regular  tariff  rate 
of  11  cents  per  hundred  pounds  is  now  being  charged. 

SECRET  EAST  ST.  LOUIS  RATE. 

The  secret  rates  from  Whiting  to  East  St.  Louis,  111.,  which  have 
also  been  described  above,  were  quite  as  advantageous  to  the  Standard 
Oil  Com]>any  as  the  Grand  Junction  rate.  The  only  duly  published 
rate  on  oil  between  these  points  was  the  fifth-class  rate  of  18  cents 
per  hundred  pounds.  The  rate  charged  to  the  Standard  practically 
from  the  opening  of  its  Whiting  refinery  in  1890  was  6  (^ents.  This 
rate  was  carried  by  the  Chicago,  Burlington  and  Quincy,  the  Chicago 
and  Alton,  and  the  Chicago  and  Eastern  Illinois  railroads;  the  Illinois 
Central  and  Wabash  maintained  the  18-ccnt  rate  and,  needless  to  say, 
got  no  oil  shipments. 

The  shipments  of  the  Standard  to  East  St.  Louis  have  been  enor- 
mous, practically  the  entire  Southwest  having  been  supplied  from 
Whiting  through  this  gateway.  The  amount  of  oil  carried  on  the 
6-cent  rate  in  1904:  was  more  than  204,000,000  pounds,  and  the 
difference  between  the  published  rate  and  the  actual  rate  charged 
amounted  to  $238,000.  The  refineries  of  northern  Ohio  and  western 
Pennsylvania  had  to  pay  from  17  to  24^  cents  per  hundred  pounds  to 
reach  East  St.  Louis,  or  from  11  to  18i  cents  more  than  the  Standard. 
Had  the  rates  on  oil  been  adjusted  on  the  same  relative  basis  as  those 
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on  most  other  commodities,  the  difference  in  favor  of  Whiting  would 
have  been  only  from  5  to  10  cents.  By  virtue  of  this  great  discrimina- 
tion, combined  with  various  other  less  important  discriminations  in 
the  rates  beyond  East  St.  Louis,  the  Standard  Oil  Company  has  been 
able  to  establish  an  almost  complete  monopoly  throughout  the  South- 
west, and,  as  in  the  South,  it  has  there  charged  extoi*tionate  prices. 
The  recent  establishment  of  independent  refineries  in  Texas  and  Kansas 
has  slightly  modified  this  situation. 

This  ()-cent  rate  from  Whiting  to  East  St.  Louis  was  extraordinarily 
low  for  the  haul,  which  is  281  miles  by  the  shortest  route.  Out  of 
this  rate  the  milroads  have  paid  high  switching  charges  from  Whiting 
to  their  tracks.  The  net  return  to  the  Chicago,  Burlington  and  Quincy, 
the  most  circuitous  line  making  this  rate,  was  only  about  2.8  mills  per 
ton  per  mile,  while  even  the  shortest  lines  netted  only  about  4  mills 
per  ton  per  mile.  Even  coal,  a  nmch  cheaper  commodity  than  refined 
oil,  is  seldom  carried  at  a  published  rate  as  low  as  2.8  mills  per  ton 
per  mile.  In  view  of  the  fact  that  the  tank  cars  are  almost  invariably 
returned  empty  without  charge,  these  rates  barely,  if  at  all,  paid  the 
expense  of  operation,  andoflScers  of  the  railroads  have  admitted  that 
the\"  would  not  have  made  such  low  rates  except  as  a  condition  of 
obtaining  more  profitable  oil  traffic  to  other  destinations. 

Officers  of  two  of  the  railroads  which  made  this  6-cent  rate  admitted 
frankly  that  it  was  secret.  As  soon  as  it  was  discovered  by  the  Bureau 
of  Corporations  the  railroads  canceled  it  and  substituted  a  rate  of  10 
cents.  None  of  the  railroads,  however,  filed  this  new  mte  with  the 
Interstate  Commerce  Commission  until  several  months  after  it  was  put 
in  force.  As  late  as  October,  1905,  the  local  agents  of  the  Burlington 
and  the  Alton,  in  response  to  a  telephone  inquiry  from  a  shipper, 
quoted  18  cents  on  oil  from  Chicago  to  East  St.  Louis.  Even  the 
rate  of  10  cents  is  unreasonably  low  as  compared  with  the  rates 
from  comi)etitive  refining  points  to  East  St.  Louis.  It  is  a  curious 
fact  that  the  Chicago,  Burlington  and  Quinc}'^  llailway  still  later,  in 
IDOO,  filed  a  copy  of  one  of  its  old  secret  tiiriffs  naming  the  G-cent  rate, 
apparently  with  the  thought  that  this  might  in  some  way  justify  its 
previous  charges. 

SECRET   RATE   (OMBTNATION    INTO   LOUISIANA. 

The  method  by  which  the  secret  rate  combination  from  St.  Louis  and 
Whiting  to  points  in  southern  Louisiana  was  arranged,  over  the  lines 
of  the  Missouri  Pacific  and  Southern  Pacific,  has  already  been  described. 
The  published  rates  from  St.  Louis  to  these  towns,  which  include 
many  of  the  most  important  in  Louisiana,  range  from  36  to  40  cents 
per  hundred.  The  proportional  rate  from  St.  Louis  to  Alexandria, 
La.,  which,  though  filed  with  the  Interstate  Commerce  Commission, 
was  substantially  secret,  was  15  cents,  while  from  Alexandria  State 
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rates  were  made  which  gave  a  total  charge  to  these  points  from  St 
Louis  of  from  29  to  34  cents,  a  departure  from  the  published  through 
rates  of  from  7  to  9  cents  per  hundred.  By  combining  with  these 
secret  rates  from  St.  Louis  the  secret  rate  of  6  cents  from  Whiting  to 
East  St.  Louis,  the  Standard  Oil  Company  was  able  to  reach  these 
southern  Louisiana  points  for  from  35  to  40  cents.  A  refiner  at 
Toledo,  only  152  miles  farther  away,  would  have  to  pay,  on  the  basis 
of  the  published  through  rates  from  St.  Louis,  which  undoubtedly 
would  have  been  charged  him,  from  63  to  57  cents,  or  from  17  to  20 
cents  more  than  was  paid  by  the  Standard,  whereas  a  reasonable  diflFer- 
ence  in  freight  charges  would  be  only  about  5  cents  per  hundred 
pounds. 

ABNORMAL   RATE   COMBINATION   INTO   INDIAN   TERRITORY   POINTS. 

The  published  through  rate  from  St.  Louis  to  Vinita,  Claremore, 
Miami,  and  Tulsa,  Ind.  T.,  important  towns  and  junction  points, 
ranges  from  30  to  52  cents  per  hundred.  The  Standard  Oil  Company 
has  reached  these  towns  by  shipping  from  Whiting  to  Springfield, 
Mo.,  at  a  published  rate  of  21  cents,  and  from  Springfield  on,  over 
the  St.  Louis  and  San  Francisco  Railroad,  at  rates  of  from  6  to  8  cents 
per  hundred,  giving  a  total  charge  of  from  27  to  29  cents  from  Whit- 
ing. The  rates  from  Springfield  to  these  points  in  Indian  Territory 
were  filed  with  the  Interstate  Common ce  Commission.  It  is  altogether 
probable,  however,  that  an  independent  concern  offering  oil  for  ship- 
ment at  St.  Louis  would  have  been  charged  the  regular  through  rates 
by  the  St.  Ix)uis  agent,  who  would  not  be  likely  to  know  of  the  com- 
bination by  way  of  Springfield.  In  that  case  the  Toledo  refiner  would 
have  to  pay  from  47  to  69  cents  to  reach  towns  which  could  be  reached 
from  Whiting  for  from  27  to  29  cents,  whereas  a  reasonable  difference 
in  freight  charges  as  between  Toledo  and  Whiting  would  be  only  5 
cents  per  hundred  pounds. 

The  distance  from  Whiting  to  Tulsa  is  705  miles;  the  rate  29  cents. 
An  independent  refiner  at  Cherry  vale,  Kans.,  121  miles  from  Tulsa, 
was  recently  quoted  also  a  rate  of  29  cents. 

These  low  rates  from  Springfield  to  Indian  Territory  points  were 
canceled  by  the  milway  almost  immediately  after  they  were  discovered 
by  the  Bureau  of  Corporations. 

ABNORMAL   BASIS  OF   R^TES  FROIVT  NEODESHA  TO  MISSOURI    POINTS. 

For  some  time  during  1905  the  conspicuously  published  tariff  rate 
on  oil  from  Neodesha,  Kans.,  a  refining  point  of  the  Standard,  to 
southwestern  Missouri  points  was  17  cents.  The  actual  shipments  of 
the  Standard  were  made  at  10  cents.  Without  definitely  asserting 
that  this  was  an  improper  charge,  it  may  be  pointed  out  as  an 
instance  of  the  entirely  unsatisfactory  methods  by  which  tarift's  are 
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made.  The  Standard  claimed  the  10-cent  rate  on  the  ground  that  this 
rate  was  in  effect  from  Neodesha  to  Kansas  City,  and  that  a  circular 
of  the  railroad  company  duly  filed  provided  that  Kansas  City  rates 
should  be  the  maxima  between  points  like  Neodesha  and  points  in 
southwestern  Missouri.  This  circular  was  issued  before  the  tariff 
naming  the  17-cent  rate,  and  it  is  obvious  that  the  railroad  ought 
to  have  amended  the  latter  tariff  if  it  intended  the  10-cent  rate  actually 
to  apply.  At  the  same  time  that  the  Standard  was  paying  10  cents 
over  the  St.  Louis  and  San  Francisco  Railroad  the  Missouri,  Kansas 
and  Texas  quoted  a  rate  of  22  cents  from  Humboldt,  Kans.,  to  the 
same  Missouri  points,  Humboldt  being  quite  as  near  as  Neodesha. 
An  independent  refiner  at  Cherry  vale,  Kans.,  which  is  on  the  line  of 
the  St.  Louis  and  San  Francisco  between  Neodesha  and  southwestern 
Missouri,  was  quoted  a  rate  of  17  cents,  also  during  the  time  when  the 
Standard  was  paying  10  cents.  Neither  of  these  competitors  knew 
that  the  Standard  enjoyed  the  10-cent  rate. 

SECRET  RATES  AND   REBATES  IN   CALIFORNIA. 

An  especially  large  number  of  secret  rates  and  rebates  in  the  trans- 
portation of  oil  was  found  in  California.  A  peculiar  feature  of  the 
oil  business  in  that  State  is  the  very  extensive  use  of  crude  oil  for 
fuel  purposes.  The  largest  individual  consumers  are  the  railroads 
themselves.  The  situation  is  complicated  by  the  fact  that  i*ailroads 
not  only  use  an  enormous  amount  of  crude  oil,  but  themselves  are 
owners  of  or  interested  in  production.  This  double  relation  to  the 
industry  has  been  of  serious  injury  to  the  ordinary  producer. 

Discriminations  in  rates  in  California  have  not  been  confined  to  the 
Standard  Oil  Company,  but  have  also  been  enjoyed  by  several  other 
large  oil-producing  companies,  principally  the  Union  Oil  Company  and 
the  Associated  Oil  Company,  the  latter  of  which  is  virtuall}^  controlled 
by  tlie  Southern  Pacific  Company.  Moreover,  secret  mtes  and  rebates 
have  been  allowed  to  some  of  the  largest  consumers  of  fuel  oil  in  that 
State,  possibly  owing  to  the  fact  that  those  concerns  contribute  a  large 
amount  of  other  traffic  to  the  railroads.  Although  the  Standard  Oil 
Company  is  not  the  exclusive  beneficiary  of  these  discriminations,  it 
receives  them  more  extensively  than  any  other  interest,  and  the  secret 
rates  discovered  were  almost  invariably  denied  to  the  smaller  shippers. 
In  the  case  of  the  Associated  Oil  Compan}'  there  is  considei*able  evi- 
dence that  it  is  not  a  genuine  competitor  of  the  Standard. 

A  distinctive  feature  of  the  discriminations  on  the  Pacific  coast  is 
the  vQry  general  use  of  the  rebate  as  a  method  of  settlement.  The 
Southern  Pacitic  Company  invariably  used  the  rebate  in  applyipg  its 
secret  rates;  the  Santa  Fe  system  at' times  employed  the  rebate  and 
at  other  times  collected  the  secret  rates  in  the  first  instance. 
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SFX;R£T    rates   from   BAKERSFIELD  to   northern   CALIFORNIA   POINTS. 

liakersiield  is  in  the  vicinity  of  the  Kern  River  field,  the  most  impor- 
tant fuel-oil  field  of  the  State.  The  tariflF  rate  on  crude  oil  from 
Bakersfield  to  Keswick,  Redding,  and  Red  Bluflf,  important  points  in 
northern  California,  was  84  cents  per  barrel.  The  Southern  Pacific 
Company,  however,  put  in  a  special  rate  of  about  59  cents  per  barrel 
from  Bakersfield  to  these  points,  invariably  applying  it  by  means  of 
the  rebate.  These  secret  rates  were  ostensibly  quoted  to  the  consumer 
to  meet  the  competition  of  wood  in  the  mountains  for  fuel  purposes. 
In  several  instances  the  rebate  was  paid  to  the  consignee.  The  only 
shipper  receiving  the  benefit  of  these  secret  rates  was  the  Standard 
Oil  Compan}'.  The  Standard  at  times  gave  the  consignee  practically 
the  full  benefit  of  secret  rates  which  it  used,  in  the  form  of  lower 
prices  for  the  oil,  and  thus  obtained  contracts  in  competition  with  inde- 
pendent shippers,  who  were  unaware  of  these  rates,  and  who  were 
forced  out  of  markets  because  of  this  unfair  advantage  of  the  Standard. 

An  even  greater  advantage  was  given  the  Standard  Oil  Company  on 
shipments  of  fuel  oil  to  the  same  points  from  its  refinery  at  Point  Rich- 
mond, just  across  the  bay  from  San  Francisco.  In  this  case  the  secret 
rate  was  arrived  at  by  a  most  unusual  and  extremely  improper  manip- 
ulation, which  resulted  in  giving  the  Standard  a  rate  of  4()  cents  per 
barrel,  or  a  little  over  one-half  the  full  tariff  i-ate  from  Richmond. 

The  Southern  Pacific  Company  also  had  a  secret  rate  of  03  cents  per 
barrel  from  Bakersfield  to  Floriston,  as  against  the  tariff  rate  of  84 
cents  per  barrel.  The  rebate  in  this  case  was  enjoyed  by  the  con- 
signee, the  Floriston  Pulp  and  Paper  Company.  Other  secret  rates 
'on  oil  were  made  from  Bakersfield  to  Lamoine  and  Boca,  and  from 
Richmond  to  Barnards,  Chico,  Durham,  and  Middle  Creek.  The 
Lamoine  rate  was  given  to  a  local  consignee,  the  Boca  rate  to  the 
Associated  Oil  Company,  and  the  others  mentioned  to  the  Stiindard. 

SECRET  RATES  FROM  BAKERSFIELD   TO   SAN   DIEGO. 

A  striking  instance  of  discrimination  in  California  was  that  of  a 
secret  rate  of  50.4  cents  per  barrel  on  crude  oil  from  Bakersfield 
to  San  Diego,  at  a  time  when  the  tariff  rate  was  92.7  cents.  This 
secret  rate  was  known  to  the  Standard  Oil  Cbmptfny  and  the  Asso- 
ciated Oil  Company,  and  was  exclusively  enjoyed  by  them  for  a  con 
siderable  time.  Furthermore,  it  enabled  them  to  capture  a  luniiber 
of  very  important  long-time  contracts  in  San  Diogo,  giving  tliem  a 
virtual  monopoly  of  fuel-oil  markets  in  that  vicinity.  This  rate  was 
for  a  considerable  time  deliberately  withheld  from  the  Union  Oil  Com- 
pany, which  was  a  most  active  competitor  of  the  Standard  and  of  the 
Associated  Oil  Companies,  and  which  had  previously  been  figuring  on 
some  of  these  contracts.     It  was  also  unknown  to  all  other  shippers. 
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This  rate  not  only  enabled  the  Standard  and  the  AiBSOciated  to  underbid 
the  Union  Oil  Compan}',  but  it  also  permitted  them  to  ship  crude  oil 
all  the  way  from  Bakerstield  past  the  wells  of  southern  California 
producers  into  what  was  a  natural  market  of  the  latter.  A  number  of 
the  contracts  of  the  Associated  Oil  Company  were  at  70  cents  per  barrel, 
delivered — much  less  than  the  published  freight  rate  alone.  As  some  of 
the  consignees  paid  the  open  rate  of  92.7  cents  per  barrel,  the 
Associated  Oil  Company,  out  of  its  rebate  of  42.3  cents  per  barrel, 
refunded  to  them  22.7  c^nts  per  barrel,  retaining  the  balance  as  tiie 
net  price  to  it  of  the  oil  in  the  field. 

SECRET  RATES   FROM  REDONDO. 

Redondo  is  on  the  southern  coast  of  California,  near  Los  Angeles. 
It  is  used  as  a  seaport  by  the  Standard  Oil  Company  for  delivering  oil 
into  southern  California  from  its  refinery  at  Richmond.  The  Standard 
is  the  only  shipper  of  oil  from  Redondo.  Against  a  tariff  rate  of  32 
cents  per  barrel  on  refined  oif  from  Redondo  to  Los  Angeles,  the  Santa 
Fe  sj'stem  granted  the  Standard  a  secret  rate  of  7i  cents."  The  same 
sei'ret  rate  was  also  allowed  on  fuel  oil,  the  tariff  rate  in  this  case 
being  10  cents  per  barrel.  The  Standard  Oil  Company  shipped  great 
quantities  of  oil  at  this  rate,  distributing  it  to  a  large  number  of 
important  markets  in  southern  California  and  Arizona.  On  shipments 
of  fuel  oil  to  Arizona  points  the  original  waybills  at  Redondo  clearly 
showed  the  final  destination,  thus  indicating  the  interstate  character  of 
the  business.  On  fuel  oil  the  Santa  Fe  applied  the  secret  rate  by 
means  of  rebate,  whereas  on  refined  oil  the  rate  was  used  directly  on 
the  waybills  in  most  cases. 

This  secret  rate,  in  connection  with  the  very  low  cost  of  water  trans- 
portation from  Richmond  to  Redondo  in  the  Standard's  own  tank  ves- 
sels, enabled  it  to  overcome  the  disadvantage  of  the  location  of  its 
refinery  nearly  ^^^0  miles  north  of  Los  Angeles,  and  to  deliver  its 
product  into  that  and  neighboring  cities  in  sharp  competition  with 
southern  California  refiners.  The  prices  of  refined  oil  in  Los  Angeles 
were  the  lowest  in  the  State.  The  same  oil  which  the  Standard  sold 
in  San  Francisco,  just  across  the  bay  from  its  refinery,  at  12i  cents 
was  delivered  and  sold  by  it  in  Ijos  Angeles  at  7i  cents. 

An  even  greater  advantage  over  tlie  independent  refiners  at  Los 
Ang(»les  wius  secured  l>y  the  Standard  Oil  Company  through  a  secret 
rate  of  24:  cents  per  barrel  on  refined  oil  from  Redondo  to  San  Diego. 
The  tariff  mte  quoted  from  l)oth  Redondo  and  Ix)s  Angeles  to  San 
Diego  was  80  cents  a  barrel.  Furthermore,  the  oil  shipped  by  the 
Standard  from  Redondo  to  San  Diego  had  to  move  by  way  of  Los 
Angeles  jmst  the  refineries  of  its  competitors.  On  fuel  oil  the  Stand- 
ard obtained  a  secret  rate  of  20  cents  from  Redondo  to  San  Diego. 

a  This  special  rate  applied  to  a  barrel  of  42  gallons,  while  the  tariff  rate  was  on  a 
barrel  of  50  gallons.    See  p.  423. 
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During  part  of  the  time  the  tariff  rate  was  ahout  62  cents  a  barrel, 
and  during  the  remainder  about  33  cents.  The  excuse  offered  for  this 
rate  was  that  it  was  made  to  meet  water  competition. 

SECRET  RATES  TO   SUGAR   REFINERIES. 

Several  of  the  large  sugar  refineries  in  California  obtained  secret 
rates  from  the  Southern  Pacific  Company  on  crude  oil.  Thus  the 
American  Beet  Sugar  Company,  at  Oxnard,  was  given  a  secret  rate  of 
37.8  cents  per  barrel  as  against  a  tariff  rate  of  53  cents.  The  rebates  to 
the  American  Beet  Sugar  Company  in  ten  months  of  1904  were  about 
$15,000.  The  Union  Sugar  Company,  at  Betteravia,  was  given  a 
secret  rate  of  50.4  cents  per  barrel  as  against  a  tariff  rate  of  84  cents. 
This  rebate  during  the  j^ear  1904  amounted  to  about  $3,500.  In  the 
case  of  the  Spreckels  Sugar  Company,  at  Spreckels,  a  secret  rate  was 
made  b}^  the  Southern  Pacific  of  42  cents  per  barrel  as  compared  with 
the  tariff  rate  of  50.4  cents.  The  rebate  in  this  case,  however,  went 
to  the  Associated  Oil  Company.  Shipments  of  oil  at  this  rate  were 
very  heavy. 

OTHER  SPECIAL   RATES  IN   CALIFORNIA. 

The  instances  cited  are  the  most  important  illustrations  of  secret 
rates  allowed  on  oil  by  the  leading  California  railroads.  In  all  more 
than  eighty  distinct  violations  of  tariffs  on  oil  were  discovered  in 
this  State;  the  total  concessions  to  shippers  and  consignees  under 
these  rates  as  compared  with  the  published  tariffs  may  be  safely  esti- 
mated at  about  ¥200,000  per  year,  of  which  amount  about  $100,000 
went  to  the  Standard.  Since  the  investigation  of  the  Bureau  was 
undertaken  a  large  number  of  these  secret  rates  have  been  published, 
but  in  view  of  the  fact  that  the  favored  shippers  had  been  able  to 
secure  man}'  long-time  contracts  the  benefit  of  this  belated  publication 
to  other  competitors  will  be  greatly  restricted. 

In  addition  to  the  secret  rates  of  the  nature  just  discussed,  the 
investigation  disclosed  the  use  of  special  rates  under  peculiar  condi- 
tions.  . 

Among  these  was  a  special  rate  of  $2.30  per  ton  from  Bakersfield 
to  the  Murphy  Water,  Ice  and  Light  Company,  at  Needles,  just  on 
the  Arizona  lK>rder.  The  tariff  rate  was  $8  a  ton.  The  Santa  Fe 
stated  that  this  rate  was  involved  in  a  contract  with  the  consignee 
for  the  supply  of  water  and  ice  to  the  railroad.  This  principle  of 
8pei*ial  rates  to  consignees  having  peculiar  relations  with  the  rail- 
roads, while  not  necessarily  involving  any  impropriety,  nevertheless 
Vi  capable  of  being  developed  into  widespread  discrimination. 
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POSSIBILITY  OF  FURTHER   DISCRIMINATIONS. 

In  view  of  the  methods  discovered  and  outlined  above,  it  seems 
wholly  possible  that  there  may  exist  a  nmltitude  of  other  discrimi- 
nations, eflFected  by  secret  rates  or  even  by  rebates,  of  great  aggre- 
gate importance,  involved  in  the  local  distribution  of  oil,  especially 
in  less-than-carload  lots.  The  Standard  Oil  Company  ships  enor- 
mous quantities  of  oil  in  less-than- carload  lots,  and  although  the  dis- 
tances involved  in  such  cases  are  usually  comparatively  short  the 
amount  of  freight  charges  under  the  high  rates  which  prevail  on  such 
business  under  regular  tariflFs  would  be  very  great  and  the  possibilities 
of  departure  from  these  charges  extensive.  This  business,  which  deals 
with  a  vast  number  of  different  shipping  points,  could  not  have  been 
adequately  examined  by  the  Bureau  of  (Joiporations  in  time  for  this 
report. 

So  far  as  concerns  the  railroad  records  (chiefly  of  waybilling,  claims, 
and  car-mileage  payments)  which  were  actually  examined  by  the  Bureau 
of  Corporations,  it  is  safe  to  say  that  such  records  do  not  contain  evi- 
dence of  many  important  cases  of  discrimination  not  discovered  by  the 
Bureau,  but  it  must  be  rememl)ered  that  in  the  complexity  and  extent 
of  railway  accounting  systems  it  would  be  easily  possible  to  conceal 
completely  the  payment  of  direct  rebates  under  the  guise  of  fictitious 
expenses,  salary  accounts,  etc.,  so  that  no  examination  short  of  an 
absolute  audit  of  every  account  and  voucher  of  the  company  would 
reveal  tlieir  existence.  It  is  probable,  however,  that  most  of  the 
rebates  as  such  in  interstate  transportation  of  oil  have  been  discon- 
tinued, hut  the  effect  of  the  secret  rate  is  the  same  as  the  rebate. 

It  is  perfectly  clear  that  the  distinction  between  the  rebate  and 
the  secret  rate  is  merely  one  of  accounting;  the  financial  result  and 
the  effect  on  competitors  is  exactl}'  the  same  whether  the  secret  rate 
is  collected  in  the  first  instance  or  whether  the  tariff  rate  is  collected 
and  the  difference  between  that  and  the  secret  rate  paid  back.  The 
distinction  is  one  wholly  of  form. 

DISCBIMINATION  IN  THE  OPEN  ABRANGEMENT  OF  BATES. 

Important  as  secret  discriminations  in  rates  are,  giving,  as  they  do, 
the  Standard  Oil  Company  an  advantage  through  numerous  gateways  to 
approximately  a  third  of  the  area  of  the  United  States,  they  are  hardly 
more  important  than  open  discriminations  in  rates.  Almost  every- 
where the  rates  from  the  shipping  points  used  exclusively,  or  almost 
exclusively,  by  the  Standard  are  relatively  lower  than  the  rates  from 
the  shipping  points  of  its  competitors.  Itates  have  been  made  low  to 
let  the  Standard  into  markets,  or  they  have  been  made  high  to  keep 
its  competitors  out  of  markets.  Trifling  differences  in  distances  are 
made  an   excuse   for    large   differences  in  rates   favorable  to    the 
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Standard  Oil  Company,  while  large  diflFerences  in  distances  are  ignored 
where  they  are  against  the  Standard.  Sometimes  connecting  roads 
prorate  on  oil — that  is,  make  through  rates  Tv^ich  are  lower  than  the 
combination  of  local  rates;  sometimes  they  refuse  to  prorate;  but  in 
either  Case  the  result  of  their  policy  is  to  favor  the  Standard  Oil  Com- 
pany. Different  methods  are  used  in  different  places  and  under  dif- 
ferent conditions,  but  the  net  result  is  that  from  Maine  to  California 
the  general  arrangement  of  open  rates  on  petroleum  oil  is  such  as  to 
give  the  Standard  an  unreasonable  advantage  over  its  competitors. 

The  conclusion  is  unavoidable  that  the  Standard  Oil  Company  has 
had  an  important  voice  in  the  construction  of  such  rates,  and  this  con- 
clusion is  supported  by  specific  evidence  developed  by  the  investiga- 
tion. 

It  is  impracticable  to  discuss  in  detail  in  this  summary  the  varied 
advantages  derived  by  the  Standard  from  the  open  arrangement  of 
rates.     The  most  important  majcJbajjriefl}"  presented. 

DISCRIMINATION   BETWEEN   WHITING  AND  COMPETING   REITXINO    POINTS. 

The  refinery  of  the  Standard  Oil  Company  at  Whiting,  Ind.,  pro- 
duces one-third  of  the  refined  oil  which  the  company  sells  in  the  United 
States.  The  Whiting  plant  supplies  oil  to  more  than  half  of  the 
country,  and  until  the  recent  establishment  of  refineries  controlled  by 
or  affiliated  with  the  Standard  in  California,  Texas,  Kansas,  and  Mis- 
souri it  supplied  a  large  proportion  of  the  refined  oil  used  in  fully 
two-thirds  of  the  area  of  the  United  States.  There  is  almost  no  part 
of  this  enormous  area  into  which  the  open  rates  from  Whiting  are  not 
more  favorable  than  the  geographical  location  of  the  refinery  would 
justify. 

Shortly  before  the  opening  of  the  refinery  at  Whiting  in  1890  the 
western  railroads  discontinued  their  practice  of  prorating  on  oil  from 
the  eastern  refining  points  to  the  Middle  and  Far  West.  On  practi- 
cally all  other  commodities  prorating  is  provided  for.  The  result  is 
that  on  shipments  of  oil  to  points  in  this  territor}^  there  must  be  added 
to  the  rate  from  Chicago  the  local  rate  from  the  eastern  refinery  up  to 
Chicf^o.  In  other  words,  the  Whiting  refinery  has  the  advantage 
over  its  competitoi*s  to  the  extent  of  the  full  local  rate  up  to  Chicago, 
amounting  to  from  12  to  19^  cents  per  hundred.  Under  prorating 
arrangements  this  advantage  would  be  considerabl}^  reduced  with 
respect  to  a  large  area  in  western  Illinois  and  in  eastern  Iowa  and 
Missouri,  and  also  with  respect  to  the  entire  Kock\'  Mountain  and 
Pacific  coast  territory.  Before  the  Whiting  refinery  was  established 
oil  was  carried  from  points  like  Toledo,  Cleveland,  and  Pittsburg  to 
all  Pacific  coast  terminals  at  the  same  rates  as  from  Chicago. 

Toward  the  Southwest  Whiting  has  a  similar  great  advantage, 
because  of  the  refusal  of  the  railroads  to  make  through  rates  on  oil 
H.  Doc.  812, 5^1 ^ 
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from  points  east  of  Whiting.  On  virtually  all  other  commodities  of 
similar  grade  through  rates  are  established  from  Toledo  and  Cleve- 
land to  a  large  part  of  the  Southwest  only  5  or  6  cents  higher  than 
the  rates  from  Chicago,  and  through  rates  from  Pittsburg  and  vicinity 
only  9  or  10  cents  above  those  from  Chicago.  In  the  absence  of 
prorating  arrangements  on  oil,  competitive  refiners  have  to  pay  the 
local  rates  to  East  St.  Louis  in  order  to  reach  this  territory,  these 
rates  being  from  17  to  24^  cents  per  hundred.  On  shipments  from 
Whiting  into  much  of  the  southwestern  territory  there  are  also 
no  through  i*ates,  but  the  Standard  had  no  need  of  them,  because  of  its 
secret  rate  of  (>  cents  to  Ekst  St.  Louis,  which  was  from  11  to  18i 
cents  less  than  the  rates  charged  to  its  competitors  to  reach  that  point 
To  other  large  areas  in  the  Southwest  the  railroads  make  through 
rates  from  Whiting  only  5  cents  per  hundred  above  the  rates  from 
St.  Louis,  enabling  the  Standard  to  make  shipments  for  from  12  to 
19i  cents  less  than  its  competitors  at  points  like  Toledo,  Cleveland, 
and  Pittsburg  would  pay.  In  view  of  the  great  length  of  the  hauls 
into  the  Southwest,  the  difference  in  distance  as  between  Whiting  and 
competing  refining  points  justifies  but  a  fraction  of  this  difference  in 
rates. 

Essentially  the  same  situation  exists  with  reference  to  important 
points  along  the  Mississippi  River  from  Memphis  to  New  Orleans,  and 
thence  along  the  Gulf  as  far  east  as  Pensacola.  By  virtue  of  through 
published  rates  the  Standard  Oil  Company  can  reach  all  of  these 
points  below  Memphis  at  23  cents  per  hundred,  while  the  refiner  at 
Toledo,  who  must  pay  the  local  rates  to  the  Ohio  River  and  the  local 
rates  beyond,  is  charged  S2k  cents,  the  refiner  at  Cleveland  33  cents, 
and  the  refiner  at  Pittsburg  36i  cents — differences  in  rates  by  no 
means  justified  by  the  differences  in  distance.  On  other  commodities 
of  corresponding  grade  through  rates  are  made  from  these  points  to 
the  same  destinations,  which  are  only  1  or  2  cents  per  hundred  higher 
than  the  rates  from  Chicago. 

Notwithstanding  the  cancellation  of  the  secret  Evansville  and  Grand 
Junction  rates,  the  Standard's  refinery  at  Whiting  still  has  an  advantage 
in  the  open  rates  into  almost  the  entire  South  of  3i  cents  over  Toledo, 
4  cents  over  Cleveland,  and  7^  cents  over  Pittsburg,  although  on  com- 
modities other  than  oil  practicjilly  the  same  rates  apply  from  all  these 
points  as  from  Whiting.  The  Standard  can  ship  from  Whiting  to 
Nashville  for  23  cents;  it  costs  30i  from  Toledo. 

Finally,  the  rates  from  Whiting  to  points  in  Illinois,  Indiana,  and 
Michigan  have  been  relatively  lower  than  the  rates  from  competing 
refining  centers.  Even  whore  the  distances  are  precisely  the  same,  the 
rate  from  Whiting  has  been  usuallv  from  2  to  3  cents  lower.  The 
rates  on  oil  into  this  territor\^  were  also  out  of  line  with  the  rates 
on  other  commodities.     The  rates  from  Whiting  into  Michigan  and 
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northern  Indiana  were  raised  in  1906  so  as  largely  to  correct  the  dis- 
parity in  that  particular  territory,  and  rates  from  Whiting  to  some 
points  in  western  Indiana  and  eastern  Illinois  were  also  raised  about 
the  same  time. 

AWSENCE   OF   PRORATING   ARRANGEMENTS  IN   NEW    ENGLAND. 

The  Standard  Oil  Company  has  a  natural  advantage  in  reaching  New 
England  markets  because  of  its  ability  to  ship  oil  from  its  tide-water 
refineries  by^its  own  tank  vessels  to  points  on  the  New  England  coast, 
and  thus  reach  a  large  area  on  relatively  short  rail  hauls.  This  natui*al 
advanta^co,  however,  has  been  greatly  increased  by  a  refusal  on  the 
part  of  New  England  roads  generally,  and  particularly  the  New  York, 
New  Haven  and  Hartford  Railroad,  to  name  through  rates  from  interior 
refining  points  to  New  England  markets.  On  practically  all  other  com- 
modities the  New  England  railroads  make  through  rates,  and  to  nearly 
all  southern  New  England  such  rates  from  western  Peimsylvania 
are  the  same  as  those  to  Boston.  The  refusal  on  the  part  of  the  New 
Haven  system  to  prorate  on  oil  necessitated  the  payment  of  ''arbitrary  " 
local  rates  from  junction  points  to  destination.  This  increa,scd  the 
transix)rtation  charge  from  interior  retining  points,  on  the  average, 
al)out  S  <!ents  per  hundred,  or  one-half  cent  per  gallon.  This  has  con- 
tributed, jis  admitted  b}^  the  New  Haven  system  itself,  to  give  the 
Standard  Oil  Company  a  virtual  monopoly  of  the  markets  of  southern 
New  England. 

In  the  case  of  the  Boston  and  Maine  system,  prorating  on  oil  is 
practiced  on  certain  divisions  only,  and  in  consequence  the  independent 
refiner  from  western  Pennsylvania,  in  order  to  reach  a  large  part  of 
the  thickl}^  populated  sections  of  eastern  New  England,  must 
pay  in  addition  to  the  Boston  mte  arbitrary  rates  which,  on  the 
average,  amount  to  about  10  cents.  Under  a  system  of  prorating, 
such  as  is  applied  to  other  commodities,  pmctically  all  of  these  points 
west  and  south  of  Portland,  Me.,  would  tiike  the  Boston  rate.  The 
Boston  and  Albany  Railroad  prorates  on  oil,  but  this  line  serves  only 
a  narrow  strip  of  territory. 

The  Central  Vermont  does  not  make  any  through  rates  on  oil,  and 
the  Rutland  prorates  only  on  a  higher  basis  than  that  usually  adopted 
by  nearl^^  all  eastern  railroads.  This  policy  in  respect  to  prorating, 
taken  in  connection  with  the  secret  rates  obtained  by  the  Standard  into 
Vermont  from  Olean  and  the  secret  local  rates  in  Vermont  it<elf ,  has 
virtually  excluded  competition  in  that  State. 

Within  a  few  weeks  the  New  Haven  system  has  i-esunied  the  prac- 
tice of  prorating  on  refined  oil,  for  the  first  time  in  ten  years. 
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ADVANTAGES  OF  THE   OLEAN   AND  ROCHESTER  PLANTS  OF   THE 
STANDARD  OIL  COMPANY. 

Aside  from  the  advantages  enjoyed  by  the  Vacuum  Oil  Company 
(which  is  controlled  by  the  Standard)  at  Olean  and  Rochester  by  virtue 
of  the  secret  rates  already  described,  these  plants  have  a  very  decided 
advantage  in  the  open  arrangement  of  rates  on  oil  to  certain  territory. 
Thus,  from  Olean  to  points  on  the  Delaware  and  Hudson  l>etween 
Binghamton  and  Albany  the  mt^  is  11^  cents  per  hundred  pounds, 
whereas  from  Bradford,  just  over  the  Pennsylvania  line  and  only  23 
miles  distant  from  Olean,  the  rate  is  15i  cents.  The  rate  from  Olean 
to  Boston  is  19  cents  and  from  Bradford  23i  cents,  these  Boston 
rates  applying  to  a  number  of  other  points.  Again,  from  Roch- 
ester, where  the  Vacuum  Oil  Company  has  a  large  lubricating  oil  plant, 
and  from  which  city  it  is  the  only  shipper  of  oil,  there  is  a  rate  of 
11  cents  to  Jersey  City,  as  against  a  rate  of  16^  cent«  from  Bradford 
and  all  other  western  Pennsylvania  refining  points.  To  Philadelphia 
the  nite  from  Rochester  is  also  11  cents,  whereas  the  independent 
refiners  of  western  Pennsylvania  are  obliged  to  pay  l^J-  cents.  These 
rates  from  Rochester  are  representative  of  the  general  adjustment  of 
oil  rates  to  numerous  points  in  the  respective  localities.  The  discrimi- 
nation on  oil  is  clearly  shown  ])y  the  fact  that  on  other  commodities 
Olean  takes  the  same  rate  as  the  independent  refining  points  of  western 
Pennsylvania  to  eastern  markets,  and  even  Rochester  has  but  a  slight 
advantage  over  these  competing  ^points  with  respect  to  commodities 
other  than  oil. 

It  will  be  seen  that  on  eastbound  shipments  a  line  is  sharply  drawn 
between  Olean  and  Rochester  on  the  one  hand  and  w'estern  Pennsyl- 
vania refining  points  on  the  other.  On  westbound  business,  however, 
there  is  no  such  distinction;  Olean  and  Rochester  are  in  nearlj^  all  cases 
given  the  same  rates  as  those  applying  from  the  independent  refineries 
of  western  Pennsylvania. 

OPKN    KATE   DISCKTMINATTONS  IN   THE   KANSAS   FIELD. 

The  most  important  discrimination  in  the  Kansas  territory  field  is 
in  the  arbitrary  weights  of  crude  and  fuel  oil. 

There  have  also  been  some  discriminations  in  open  rates  on  oil  shipped 
in  and  from  the*  Kansas-Territory  lield.  The  producers  and  independent 
retiiHM's  have  complained  of  the  advance  of  the  rates  from  southeastern 
Kansas  points  to  Kansas  City  and  St.  Louis  in  ItKJi.  The  Kansas  City 
rate  was  advanced  from  10  cents  to  17  cents  and  the  St.  Ix>uis  rate 
from  1.5  to  ±1  cents. 

By  reason,  apparently,  of  the  criticism  made  upon  this  advance  in 
rates,  the  railroads  reduced  their  charges  on  (?rude  oil  from  most 
points  in  Kansas  to  Kansas  City  to  10  cents  in  March,  1905.     The 
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wording  of  the  tariffs  as  amended  was  such  as  to  leave  doubt  as  to 
whether  this  rate  applied  on  refined  oil.  An  independent  refiner  at 
Cherry  vale,  Kans.,  who  should  have  been  given  the  same  mtes  as 
applied  from  Neodesha,  was  quoted  the  17-cent  rate  to  Kansas  City 
by  the  Sant4i  Fe  Railroad,  although  as  an  intermediate  point  it  was, 
andei^tbe  natural  interpretation  of  the  tariflF,  entitled  to  the  10-ceiit  rat<\ 
In  October,  1905,  the  tariff  of  the  St.  Louis  and  San  Francisco  wtis 
amended  so  that  the  10-cent  rate  applies  only  from  Neodesha,  but 
did  not  apply  from  intermediate  points,  so  that  the  Cherryvale  refiner 
is  still  quoted  17  cents,  although  nearer  to  Kan.^as  City  than  Neodesha  is. 

This  Cherryvale  concern  has  sought  to  get  low  rates  on  crude  oil 
from  Bartlesville,  Ind.  T.,  to  supply  its  refinery.  At  first  it  was 
quoted  a  rate  of  15  cents  per  hundred  pounds,  or  almost  as  much  as  the 
value  of  the  oil  at  the  wells.  Only  after  several  months  was  a  rate  of 
12  cents  obtained.  Before  the  Standard  Oil  Company  completed  its 
pipe-line  system  the  railroads  made  a  number  of  rates  on  crude  oil 
from  Kansas  and  Indian  Territory  points  to  Neodesha,  which  were 
relatively  much  lower  even  than  the  12-cent  rate  from  Bartlesville  to 
Cherryvale.  It  is  true  that  the  volume  of  business  moved  by  the 
Standard  on  some  of  these  low  rates  was  much  larger  than  its  com- 
petitor can  offer,  but  that  does  not  justify  such  difference  in  treatment. 

The  Kansas  legislature,  in  1905,  established  a  distance  tariff  on  oil 
within  the  State.  These  rates  apply  alike  on  crude  oil  and  its  prod- 
ucts and  alike  on  carloads  and  less  than  carloads.  The  rates  are 
undoubtedly  low  for  that  section  of  the  country.  The  railroads 
complain  that  tEey  are  unprofitable.  On  the  other  hand,  pro- 
ducers and  independent  refiners  complain  of  discrimination  because, 
as  soon  as  they  cross  the  State  line,  their  rates  at  once  double  or 
treble.  It  is  impracticable  in  this  report  to  present  any  conclusion 
as  to  the  reasonableness  of  the  rates  in  general,  either  within  the 
State  or  on  interstate  business.  It  is  doubtful  whether  the  mere 
reduction  of  rates  on  oil  within  the  State  has  been  more  beneficial 
to  independent  concerns  than  to  the  Standard,  but  the  distance  tariff, 
by  precluding  discriminations  in  open  rates  in  favor  of  Standard  ship- 
ping points  and  against  the  shipping  points  of  competitors,  has 
aided  independent  concerns  materially  in  competition, 

DISCRIMINATION  IN  CLASSIFICATION  AND  RULES  OF  SHIPMENT. 

Aside  from  discrimations  in  rates,  whether  secret  or  open,  there 
are  in  many  parts  of  the  country  less  important  discriminations  with 
respect  to  the  classification  of  petroleum  and  the  rules  under  which  it 
is  transported.  These  matters  are  highly  technical  and  it  is  imprac- 
ticable to  discuss  them  in  this  summary.  In  many  cases  there  are 
unreasonable  differences  between  the  rates  on  oil  in  carloads  and  in 
less  than  carloads.     There  are  also  unreasonable  rules  with  respect 
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to  the  charges  on  oil  in  different  kinds  of  containers;  and  with  respect 
to  shipment  of  mixed  carloads  of  different  kinds  of  oil,  rules  which 
have  been  applied  against  independent  refiners,  but  sometimes  not 
against  the  Standard;  and  other  minor  unfair  regulations.  For  a 
short  time  after  the  passage  of  the  interstate-commerce  act  many 
railroads  made  extraordinary  discriminations  in  rates  in  favor  of  tank- 
car  shippers  as  against  })arrel  shippers,  but  b}^  reason  of  orders  of  the 
Interstate  Commerce  Commission  these  discriminations  have  been 
almost  wholly  done  away  with,  the  only  important  instance  which  has 
come  to  the  attention  of  the  Bureau  of  Corporations  being  that  of  the 
Rutland  and  Central  Vermont  railroads,  which  has  already  been 
described.  In  some  cases  these  rules  and  practices  tend  to  benefit  the 
Standard. 

DISCRIMINATION   IN   ARBITRARY   WEIGHTS  ON   KANSAS  OIL. 

An  important  instance  of  discrimination  in  classification  is  found 
with  respect  to  the  arbitrar}^  weights  fixed  by  the  railroads  in  com- 
puting freight  charges  on  shipments  of  Kansas  crude  oil  and  the 
products  derived  therefrom.  The  eastern  railroads  have  for  years 
fixed  the  arbitrary  weight  on  crude  oil  and  all  of  its  products  alike  at 
6.4  pounds  per  gallon  as  a  basis  for  freight  charges.  There  appears 
no  ground  for  criticising  this  practice  in  the  East.  In  1902  the 
railroads  in  the  West  raised  the  arbitrary  weight  on  Kansas  crude 
oil  to  7A  pounds,  while  continuing  to  carry  all  products  of  the 
refinery  at  0.4  pounds.  Fuel  oil,  which  is  practiciilly  the  residuum 
remaining  from  the  refining  process,  is  one  of  the  largest  constituents 
derived  from  Kansas  (Tude.  The  fuel  oil  actually  weighs  about  7.6 
pounds;  the  railroads  have  carried  it  on  the  basis  of  6.4  pounds. 
Kansas  crude  oil  actually  weighs  on  the  average  alx)ut  7.2  pounds; 
the  railroads  charge  on  the  basis  of  7.4  pounds.  This  discrimination 
has  tended  seriously  to  injure  the  Kansas  crude-oil  producer.  On 
account  of  the  low  price  fixed  by  the  Standard,  especially  for  the  lower 
grades  of  crude,  the  producers  would  have  been  glad  to  sell  it  as  fuel 
in  competition  with  the  fuel  oil  from  the  refinery.  It  costs  the  crude 
producer  nearly  10  cents  more  to  ship  a  barrel  of  crude  oil  to  St.  Louis 
than  it  costs  the  Standard  to  ship  a  barrel  of  fuel  oil  which  actually 
weighs  more.  The  price  of  low  grade  Kansas  crude  has  been  as  low 
as  25  cents  per  barrel.  This  difference  in  freight  rates  was,  therefore, 
more  than  one-third  of  the  price  of  such  crude. 

The  railroads  at  first  protested  against  carrying  fuel  oil  for  the 
Standard  on  the  basis  of  0.4  pounds  per  gallon.  They  contended  that 
it  was  not  a  refined  oil  product  and  should  be  treated  as  crude  oil. 
The  power  of  the  Stmdard  was  apparently  sufficient,  however,  to 
compel  them  to  take  fuel  oil  on  the  lower  weight  basis. 

The  Standard  officials  contend  that  it  would  disturb  the  entire  prac- 
tice of  the  railroads  throughout  the  country  to  change  the  baeds  of 


SUMMARY.  27 

weight  of  fuel  oil,  since  it  is  one  of  the  products  of  the  refining  process, 
and  the  weight  of  6.4pounds  isthroughout  the  country  applied  on  refined 
products.  This  argument  has  no  application  to  Kansas  oil,  since  the  fuel 
oil  produced  from  it,  which  is  a  much  greater  fraction  of  the  total 
output  than  in  the  Kast^  does  not  come  in  competition  with  any  eastern 
oil  product.  The  railroads  in  Texas  and  California  propcrl}'  place 
the  same  arbitrary  weight  on  fuel  oil  from  the  refinery  as  on  exude, 
and  the  same  should  have  been  done  in  Kansas.  Had  the  Standard 
been  compelled  to  pay  on  the  basis  of  7.4  pounds,  the  additional  cost 
on  its  shipments  of  gas  oil  and  fuel  oil — mostly  fuel  oil — from  its  Neo- 
desha  refinery  to  St.  Louis  alone  would  have  been  increased  approxi- 
mately *30,000  in  1905. 

DISCBOaKATIONS  IN  THE  TREATMENT  OF  PRIVATE  CABS. 

Still  another  discrimination  is  practiced  in  some  instances  in  the 
treatment  of  private  tank  cars.  Throughout  the  country  the  Union 
Tank  Line  Company,  a  Standard  concern,  obtains  three-fourths  cent 
per  car  per  mile  as  mileage  or  rental  on  its  cylinder  tank  cars,  whether 
loaded  or  empty.  The  railroads  generally  prefer  to  pay  this  allow- 
ance rather  than  to  incur  the  expense  of  owning  tank  cars.  Owing  to 
the  relatively  slow  movement  of  tank  cars  in  the  petroleum  oil  trade, 
this  allowance  of  three-fourths  of  a  cent  per  mile  does  not  appear  to 
result  in  an  excessive  profit  to  the  private  tank-car  owner. 

In  most  sections  of  the  country  all  refiners  operating  tank  cars  of 
their  own  receive  equal  treatment  in  respect  to  the  mileage  allowance. 
On  the  Pacific  coast,  however,  most  independent  refiners  receive  but 
six-tenths  cent  per  mile,  and  this  on  the  loaded  movement  only.  An 
exception  is  made  where  the  haul  exceeds  800  miles,  in  which  case 
three-fourths  cent  per  mile  is  allowed  on  the  excess  mileage  over 
that  distance,  but  again  on  the  loaded  movement  onl}-.  The  Union 
Tank  Line  Company  and  the  Waters  Pierce  Oil  Company — also  a 
Standard  concern — are  the  only  oil  companies  operating  tank  cars  on 
the  lines  of  the  Southern  Pacific  Company  and  the  Santa  Fe,  on  the 
Pacific  coast,  which  receive  three-fourths  cent  per  mile  on  both  loaded 
and  empty  cars. 

Similar  discriminations  in  the  mileage  allowance  arc  practiced  bv 
some  of  the  transcontinental  systems  traversing  the  Northwestern 
States. 

A  more  serious  discrimination  in  the  treatment  of  tank  cars  occurred 
in  California  some  years  ago,  when  the  Southern  Pacific  Company 
declined  to  haul  private  tank  cars  for  certain  shippers  unless  the  rail 
road  was  allowed  to  use  them  for  its  general  traffic,  the  owner  sur- 
rendering all  control.  The  Southern  Pacific  Company  endeavored 
to  enforce  the  same  terms  upon  the  Union  Tank  Line  Company,  the 
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Standard  concern,  but  the  latter  insisted  on  being  allowed  to  operate  a 
certain  number  of  its  cars  to  be  used  exclusively  in  its  business  and 
subject  to  its  own  control.  Just  about  this  time  the  Union  Tank  Line 
Company,  which  had  for  several  years  leased  about  300  of  its  cars  to  the 
Southern  Pacific,  to  be  used  by  oil  shippers  generally,  demanded  their 
withdrawal.  The  matter  was  compromised  by  allowing  the  Southern 
Pacific  Company  to  retain  these  cars  for  six  months,  during  which  it 
might  provide  a  supply  of  its  own,  at  the  same  time  allowing  the 
Union  Tank  Line  Company  the  exclusive  control  of  certain  other  cars. 
This  withdrawal  of  Union  Tank  Line  cars  occurred  in  1901,  almost 
coincident  with  the  purchase  by  the  Standard  of  a  controlling  interest 
in  the  Pacific  Coast  Oil  Company,  and  it  was  at  this  time  that  the 
Standard  first  began  to  purchase  California  crude  oil  on  an  extensive 
scale. 

At  the  time  these  cars  were  withdrawn  the  California  railroads  did 
not  have  a  supply  of  tank  cars  sufficient  to  meet  the  re(|uirement8  of 
the  oil  business  and  the  production  of  oil  was  increasing  very  rapidly. 
The  result  of  this  withdrawal  was  to  demoralize  the  fuel-oil  market 
of  California  and  to  force  many  large  independent  producers  of 
crude  oil,  which  had  l)een  dependent  upon  Union  Tank  Line  cars 
for  transportation,  to  abandon  contracts  with  consumers.  Many  of 
the  conti*a(»ts  thus  lost  were  secured  by  the  Standard  Oil  Company. 
This  withdrawal  also  contributed  to  seriously  depress  the  price  of 
crude  oil,  since  producers,  being  thus  deprived  of  a  means  of  reach- 
ing markets,  had  only  the  choice  of  selling  their  production  at 
prices  which  the  Standard  or  one  or  two  other  large  companies 
having  C4irs  would  name,  or  else  closing  down  their  wells.  The 
latter  course  was  obviously  impracticable.  This  shortage  of  equip- 
ment also  operated  to  the  advantage  of  the  railroads  themselves 
by  enabling  them  to  buy  oil  for  their  own  use  at  reduced  prices. 
The  result  of  this  action  of  the  Union  Tank  Line  Companj'  and  the 
accompanying  failure  of  the  railroads  to  provide  a  sufficient  number 
of  tank  cars,  has  been  to  inflict  serious  and  permanent  injury  upon 
independent  oil  producers  of  California. 

Furthermore,  after  California  railroads  had  purchased  an  additional 
supply  of  tank  cars,  they  discriminated  in  the  allotment  of  these  cars 
among  shippers.  This  was  especially  true  of  the  Southern  Pacific  Com- 
pany. That  compan}',  it  will  be  remembered,  is  a  large  stockholder  in 
the  Associated  Oil  Company,  one  of  the  largest  producers  of  crude  oil 
on  the  Pacific  coast.  The  favoritism  shown  by  the  Southern  Pacific 
Company  in  furnishing  cars  to  this  company,  while  it  failed  to  provide 
an  adequate  supply  for  its  competitors,  is  one  of  the  principal  griev- 
ances of  California  oil  producers. 
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NATUKAI.  ADVANTAGES  OF  THE  STANDARD  OIL  COMPANT. 

The  Standard  Oil  Company,  by  reason  of  its  vast  resources,  its  effi- 
cient organization,  and  its  extensive  facilities,  has,  apart  from  traffic 
discriminations,  advantages  in  transportation  which  are  now  commonly 
spoken  of  as  natural.  These  so-called  natural  advantages  are,  in  fact, 
at  least  partly  the  result  of  the  notorious  railroad  discriniinations 
of  early  da}- s,  which  the  Bureau  has  not  considered  it  necessary  to 
discuss,  and  of  methods  of  competition  which  will  be  more  fully 
dt»scribed  in  a  subsequent  report;  although  due  credit  must,  of  course, 
be  given  to  the  exceptional  business  ability  and  enterprise  of  those 
who  have  created  and  directed  this  great  corporation. 

Chief  among  the  advantages  which,  aside  from  present  railroad  dis- 
criminations, the  Standard  possesses  are  the  immense  pipe-line  systems 
of  the  company,  which  enable  it  at  low  cost  to  collect  crude  oil  at 
highly  favorable  locations  for  refining.  The  great  majority  of  the 
competitors  of  the  Standard  are  located  in,  or  very  near  to,  oil-pro- 
ducing territories,  and  are  thus  dependent  upon  railroads  for  the  trans- 
portation of  oil  almost  the  entire  distance  from  the  wells  to  the  final 
consumer.  The  Standard  Oil  ('ompany,  on  the  other  hand,  often 
transports  its  crude  oil  hundreds  of  miles  in  pipe  lines  in  order  to  refine 
it  at  points  much  nearer  to  great  consuming  markets. 

The  advantages  of  a  pipe  line  over  a  railroad  in  the  transportation 
of  oil  can  hardly  be  overstated.  A  liberal  estimate  of  the  cost  of  pip- 
ing crude  oil  from  the  fields  of  western  Pennsylvania  to  the  Atlantic 
sealxmrd,  for  instance,  would  be  not  more  than  10  cents  a  barrel, 
including  interest  and  depreciation,  whereas  the  railroad  charge  is 
more  than  four  times  that  amount.  An  illustration  of  the  economy  of 
this  method  of  transportation  is  seen  in  the  fact  that  to-da}^  the  crude 
oil  of  Indian  Territory  is  piped  underground  more  than  1,500  miles 
to  the  Standard's  great  refineries  at  New  Y'ork  Harbor.  The  cost  of 
transportation  by  railroads  for  such  a  distance  would  be  prohibitive. 

Aside  from  the  opportunity  of  selecting  favorable  refining  locations 
as  a  result  of  the  ownership  of  pipe  lines,  the  Standard  has  a  distinct 
advantage  in  the  possession  of  a  large  number  of  plants.  With  but 
two  or  three  exceptions  no  independent  refiner  has  more  than  one 
plant,  and  none  has  more  than  three.  The  Standard,  on  the  other 
hand,  owns  or  controls  the  output  of  22  refineries  in  12  different  Stat<^s, 
scattered  from  New  York  Harbor  to  San  Francisco  Bay  and  from  the 
Great  Lakes  to  the  Gulf  of  Mexico.  The  locations  of  these  plants 
have  evidently  been  selected  with  a  view  to  obtaining  a  strategic  posi- 
tion in  respect  to  transportation. 

The  chief  center  of  competing  refining  operations  is  in  the  north- 
west corner  of  Pennsylvania  and  in  Ohio.  In  this  immediate  vicinity 
the  Standard  Oil  Company  has  several  plants,  while,  in  addition,  the 
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independent  refineries  of  the  interior  are  practically  encircled  by  those 
of  their  powerful  competitor.  On  the  Atlantic  seaboard  the  Standard 
has  no  less  than  seven  refineries,  whereas,  on  account  of  prohibitive 
rail  and  pipe  line  charges  on  crude  oil,  the  independent  refiners  as  a 
rule  are  practically  una])le  to  maintsiin  plants  at  tidewater.  There  are 
but  four  independent  refineries  on  the  Atlantic  coast,  and  one  of  these 
did  not  commence  active  operations  until  the  middle  of  liKH.  In  the 
interior  the  huge  refinery  of  the  Standard  Oil  Company  at  Whiting, 
Ind.,  is  considerably  nearer  than  those  of  most  com[)etitors  to  the  great 
markets  of  the  West,  while  its  new  i)lants  in  Kansas  and  Missouri 
are  still  closer  to  important  consuming  territories.  The  Standard, 
moreover,  controls  the  output  of  two  important  Texas  concerns  and  of 
both  the  refineries  of  Colorado — the  onh^  ones  in  operation  between 
Kansas  and  California. 

That  the  competitors  of  the  Standard  Oil  Company  have  failed  to 
follow  it  in  securing  similar  favorable  locations  for  their  refineries  was 
due  not  to  choice  but  largely  to  necessity.  ln*the  first  place,  while 
the  pipe  lines  of  the  Standard  in  the  Northeastern  States  are  nominally 
common  carriers,  the  independent  refiners  can  not  avail  themselves 
of  these  pipe  lines  to  transport  crude  oil  to  strategic  points,  like  the 
seaboard,  or  the  vicinity  of  Chicago,  because  of  prohibitive  charges. 
The  pipage  rates  to  outside  shippers  are  several  times  the  actual  cost 
of  shipment  to  the  Standard.  Thus  the  charge  from  western  Penn- 
sylvania to  the  seaboard  is  45  cents  per  barrel,  or  precisely  the  same 
as  the  railroad  freight  mte.  Rail  rates  on  crude  oil,  instead  of  being 
reduced  to  put  the  shipper  more  nearly  on  a  par  with  the  owner  of 
trunk  pipe  lines,  have  usually  l)een  kept  as  high  as  the  rates  on  the 
more  valuable  refined  products,  and  have  even  been  advanced  in  some 
cases  after  the  Standard  Oil  Company  l)egan  to  operate  its  pipe  lines. 

Nor  has  the  failure  of  independent  shippers  to  construct  pipe  lines 
of  their  own  been  due  wholly  to  lack  of  enterprise  on  their  part.  It 
is  obvious  that  the  construction  of  a  vast  pipe-line  system  requires  an 
amount  of  capital  far  beyond  the  resources  of  the  average  independent 
refiner.  This  method  of  transj)ortation  for  long  distances  is,  in 
fact,  economical  only  where  the  volume  of  traffic  is  great.  The 
methods  of  competition  practiced  by  the  Standard  Oil  Company  liave 
prevented  its  competitors  from  ])uilding  up  a  business  sufficient  to  jus- 
tify suijh  an  outlay.  An  attempt  was  made  in  the  case  of  one  important 
independent  pipe-line  enterprise — that  of  the  United  States  Pipe  Line 
Company — to  avoid  this  difficulty  by  cooperation,  but  it  was  only  after 
nine  years  of  large  expenditure  and  constant  struggle  against  opposi- 
tion of  both  the  Standard  Oil  Company  and  the  railroads  that  this 
company  finally  completed  its  line  to  tidewater,  and  this  line  is  a 
very  small  one  compared  witli  those  of  the  Standard.  An  earlier 
enterprise,  that  of  the  Tide  Water  Oil  Company,  which  laid  the  first 
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pipe  line  to  the  seaboard,  was  so  bitterly  attacked  hy  the  same  inter- 
ests that  it  speedily  surrendered  to  the  Standard  Oil  Company. 

These  advantages  of  the  Standard  Oil  Ompiuu^  would,  therefore, 
alone  give  it  a  highl}^  favorable  position  in  the  oil  industry.  To  a 
certain  extent,  a  natural  policy  of  railroads  would  be  to  neutralize 
the^se  advantages  by  giving  favorable  rates  to  the  smaller  refiner. 
The  Standard  Oil  Compan}^  through  its  pii)e  lines  and  its  fleets  of 
oil-c*arrving  vessels,  is  an  active  and  powerful  competitor  of  the  rail- 
roads. Except  in  the  Texas  and  California  liolds,  it  has  already  taken 
the  transportation  of  crude  oil  almost  wholly  away  from  rail  carriers. 
The  fundamental  duty  of  a  common  carrier  is,  of  course,  to  provide 
transportation  facilities  without  discriminaticm  in  favor  cither  of  the 
small  or  of  the  large  shipper.  But  at  least  it  might  l>e  expected  that 
the  i-ailroads  would  seek  to  build  uj),  by  all  proper  means,  the  devel- 
opment of  independent  enterprise  in  the  petroleum  industry,  which 
would  furnish  them  most  traffic,  because  more  largely  depi^ndent  on 
rail  transportation. 

The  general  policy  of  the  railroads  with  regard  to  other  freight 
traffic  has  been  to  equalize  conditions  of  competition  in  given  markets 
by  the  use  of  commodity  rates  relatively  more  favorable  to  distant 
producing  points  than  to  the  nearer  producing  points.  If  this  policy' 
bad  been  pursued  in  the  case  of  oil,  it  would  have  been  to  the  material 
advantage  of  the  independent  producer  and  refiner,  and  would  have 
tended  to  offset  the  natural  advantages  of  the  Standard.  But  it  appears 
that,  in  the  case  of  the  oil  industry  this  policy  has  ])een  generally 
reversed  and  natural  disadvantages  of  the  independent  have  been 
enormously  increased. 


CHAPTER  I. 

GEHEEAL  G0HDITI0H8  OF  OIL  TEAH8P0ETATI0H. 

I.  INTBODXJGTION. 

etion  1.  Importance  of  transportation  charges. 

The  petroleum  industry  aflFords  a  striking  example  of  the  importance 
•  the  transportation  problem.  The  cost  of  transportation  is  an  exceed- 
igly  large  factor  in  the  cost  of  oil  to  the  consumer.  Consequenth', 
ly  difference  in  transportation  costs,  as  between  different  producers 
od  refiners  of  oil,  has  a  powerful  influence  upon  their  respective  posi- 
ions  in  competition. 

Tlie  imi>ortance  cf  transportation,  with  respect  to  petroleum,  grows 
ihiefly  out  of  the  fact  that  petroleum  and  most  of  its  products  are  low- 
priced  commodities.  They  are  heavy  in  proportion  to  their  value. 
Moreover,  the  value  of  the  raw  material,  crude  petroleum,  is  a  large 
proportion  of  the  total  cost  of  the  finished  product,  while  the  cost  of 
refining  is  comparatively  small,  and  a  reiisonable  profit  to  the  refiner  is 
also  a  comparatively  small  factor  per  unit  of  product.  Even  an 
apparently  slight  difference  in  transpoilation  rates  may,  therefore, 
enable  one  refiner  to  sell  at  a  profit  while  his  competitor  is  losing 
money. 

It  is  unnecessary  to  give  precise  statistics  of  the  value  of  petroleum 
and  its  various  products.  Those  values  vary  at  diff(»rent  times  and 
places  and  for  different  grades.  Roughly  speaking,  it  may  be  said  that 
^luring  recent  years  Pennsylvania  crude  petroleum  has  usually  been 
'^orth  3  to  4  cents  per  gallon,  and  crude  petroleum  from  the  Lima  iield 
^rom  2  to  3  cents  per  gallon.  Kansas  crude  in  1905  was  worth  barely 
1  cent  per  gallon,  and  most  of  the  Texas  and  California  crude  still  less. 
The  operating  expenses  of  refining,  in  general,  do  not  exceed  one-half 
t^ntper  gfillon  of  crude.  The  various  finished  products  varj^  material U' 
^n  value,  but  much  the  larger  part  of  the  output  consists  of  cheap  com- 
fnodities.  Refined  illuminating  oil,  the  most  iniportjuit,  is  worth  at 
tbe  refinery  from  3  to  7  cents  per  gallon.  Naphtha  is  Avorth  somewhat 
iiore.  Fuel  oil,  which  is  derived  in  large  (luaiititics  from  Kansas 
irude  oil,  and  which  forms  the  bulk  of  the  product  from  Texas  and 
^fornia  crude,  is  often  worth  less  than  crude  oil,  and  gas  oil,  an 
Diportant  product,  especially  of  Lima  and  Kansas  crude,  is  worth 
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considembly  leas  than  illuminating  oil.  Even  of  the  lubricating  oils 
obtained  from  petroleum,  a  large  proportion  are  of  low  price,  though 
some  are  sold  at  high  prices. 

Refiners  competing  with  the  Standard  Oil  Company  have  fre- 
quently stated  that  they  would  Ix*.  satisfied  with  an  average  net  return 
for  interest  and  profit  on  their  investment  not  exceeding  one-fourth  of 
a  cent  per  gallon  of  crude  oil  handled,  and  that  one-half  cent  per  gallon  is 
ample  to  cover  both  profit  and  depreciation  of  plants.  The  examina- 
tion made  by  the  Bureau  of  Corpomtions  of  the  accounts  of  many 
such  refiners  confirms  this  statement.  As,  particularly  in  the  case 
of  Pennsylvania  crude,  the  refined  illuminating  oil  has  a  value  about 
the  same  as  the  average  of  all  the  products  of  the  refinery,  a  net 
return  of  one-lialf  cent  per  gallon  of  refined  oil  may  be  considered 
ample  profit  al>ove  actual  oi>emting  expenses.  This  statement  refers 
t©  profit  on  investment  in  refineries.  The  profit  on  pipe  linens,  or  on 
distributing  plants,  is  another  matter,  which  in  no  wa}'  entei's  into 
the  effect  of  railroad  discriminations  on  the  refining  business. 

It  is  safe  to  say  that  the  average  cost  of  transporting  petroleum 
from  the  wells  to  the  consumer  of  the  finished  product  in  this  coun- 
try far  exceeds  the  cost  of  maimfacture  and  far  exceeds  a  reasonable 
profit.  In  most  sections  of  the  country  an  independent  refiner  can 
not  ship  oil  more  than  100  miles  b}'  rail  for  less  than  8  cents  per 
hundred  pounds,  which  is  equal  to  one-half  cent  per  gallon.  RmI 
nitos  from  the  Pennsylvania  and  Ohio  oil  regions  to  the  Atlantic  sea- 
board range  from  1  to  1 J  cents  per  gallon.  Rates  from  the  oil  fields  of 
Pennsylvania  and  Ohio  to  points  in  the  Middle  West,  say  between 
Chicago  and  Omaha,  are,  roughly,  from  2  to  3  cents  per  gallon.  Into 
Georgia,  Alabama,  and  other  southern  territor}^  they  generally  range 
from  2  to  4  cents  per  gallon,  or  oven  more.  In  comparing  freight 
rates,  which  are  usually  expressed  in  cents  per  hundred  poimds,  a  c*on- 
venient  rule  is  to  take  10  cents  per  hundred  as  equal  to  1  cent  per 
gallon,  the  exact  figure  being  15.62  cents. 

It  is  easy  to  see,  therefore,  that  difi'erences  in  freight  rates,  whether 
li'gitiniate  or  illegitimate,  may  easily  make  the  diflference  between 
])rotit  and  loss  to  the  refiner  of  petroleum.  It  is  the  differences* 
between  rates,  not  the  rates  themselves,  which  are  of  special  impor- 
tarue.  Petroleum  is  a  commodity  so  dionp  that  the  increase  in  priw 
which  might  be  due  even  to  a  considerable  inci'ease  in  freight  rates 
would  probably  not  materially  affect  consumption.  The  present 
n»port,  therefore,  is  concerned  particularly  with  the  relative  advan- 
tages of  different  refiners  in  regard  to  transportation. 

Naturally,  cWwf  interest  attaches  to  the  position  of  the  Standard 
Oil  Company  as  compared  with  its  competitoi*s.  The  Standard  Oil 
Company  and  concerns  closely  alfiliated  with  it  produce  between  80 
and  90  per  ccMit  of  tlie  refined  petroleum  products  of  the  United  States. 
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It  Is  very  improbable  that  it  could  have  secured  such  a  deforce  of 
control  in  the  industry  had  transportation  conditions  been  fair  as 
between  the  Standard  and  its  competitors.  A  large  proportion  of  the 
American  people  have  always  believed  that  the  power  of  the  Standard 
Oil  Company  itself  is  partly,  if  not  mainly,  due  to  advantiiges  in 
transportation.  The  evidence  of  repeated  official  investigiitions  has 
show^n  that  during  the  period  prior  to  the  passage  of  the  Interstate 
Commerce  Act  in  1887  the  railroads  granted  it  favors  of  enormous 
importance,  and  there  is  no  question  that  these  favors  contributed 
niatcrially  to  the  establishment  of  its  position  in  the  industry. 

It  is  not  the  purpose  of  this  report  to  detail  the  evidence  of  these 
early  discriminations  and  rebates.  Even  were  the  public  not  already 
suflBciently  informed  through  other  sources,  it  would  be  of  little 
advantage  to  investigate  past  conditions,  the  results  of  whfch  are 
largely'  irremediable.  The  Bureau  of  Corporations  has  contined  its 
original  investigation  of  transportation  conditions  chiefly  to  the  past 
three  or  four  years,  though  it  has  incidentally  secured  much  informa- 
tion as  to  the  conditions  prevailing  considerably  further  back.  The 
date  selected  as  the  chief  basis  for  comparison  in  rates,  and  as  the 
point  from  which  to  work  forward  and  backward,  was  I)e(;em})er  15, 
19(^4.  This  was  a  few  months  prior  to  the  beginning  of  the  active 
investigation  of  the  Standard  Oil  Company  by  the  Bureau,  so  that  at 
that  time  presumably  the  rates  had  not  been  moditied  with  a  view  to 
that  investigation.  Moreover,  in  December,  1904,  the  transportation 
conditions  had  not  been  so  materiall}'  affected  as  they  have  since  been 
by  the  establishment  of  the  large  refinery  of  the  Standard  Oil  Com- 
pany at  Sugar  Creek,  Mo.,  near  Kansas  City,  and  })y  the  distribution 
of  refined  oil  from  Standard  and  independent  refineries  in  Texas  to 
points  in  the  South. 

While  this  report  deals  chiefly  Avith  discriminations  in  rates  in  behalf 
of  the  Standard  Oil  Company,  this  is  due  only  to  the  fact  that  in  most 
parts  of  the  country  it  is  almost  the  only  recipient  of  such  favors. 
The  investigation  has  covered  shipments  by  a  large  proportion  of  other 
refiners. 

Common  carriers,  and  more  particularly  railroads,  enjoy  special 
privileges  and  franchises  conferred  upon  them  }>y  the  public.  With 
these  privileges  go  correlative  obligations.  The  must  fundamental 
of  these  obligations  is  equal  charges  for  similar  service. 

It  has  sometimes  been  contended  that  the  large  and  the  small  shipper 
do  not  offer  traffic  under  similar  conditions.  It  is  artjued  that  a  large 
traffic  can  be  handled  more  cheaply  than  a  small  trafHc,  and  that  on  the 
principle  of  wholesale  price  the  conc(»rn  which  ships  great  (juantities 
of  goods  should  be  given  a  lower  rate  than  a  concern  which  ships  only 
small  quantities.  Without  entering  into  a  discussion  of  this  (|uestion, 
it  is  sufficient  to  say  that  the  general  consensus  of  opinion  among  the 
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great  body  of  the  people  is  that,  while  lower  rates  may  properly  be 
charged  for  carload  than  for  less-than-carload  shipments,  public  policy 
demands  that  carload  shipi^^Ts,  whether  large  or  small,  be  given  equal 
i*ates.  If  the  small  shipper  be  put  at  a  disadvantage  in  respect  to 
transportation,  in  addition  to  the  other  disadvantages  under  which  he 
laboi-s,  he  is  likoly  soon  to  disappear.  To  favor  the  large  shipper 
because  lie  is  ii  large  shipper  is  to  pave  the  way  for  monopoly,  and 
thus  to  injure  the  interests  of  the  general  public  as  well  as  of  the 
small  shippers.  From  this  point  of  view,  the  fact  that  one  shipper 
can  perhaps  offer  the  railroads  a  train  load  for  every  carload  offered 
by  a  competitor  is  no  ground  for  giving  him  better  mtes  or  more  favor- 
able conditions  of  transportation. 

To  conform  to  this  demand  for  equality  toward  shippers  is  perhaps 
not  always  to  the  interest  of  the  carriers,  or  at  least  not  to  their 
apparent  and  immediate  interest.  When  once,  whether  through  pre- 
vious railroad  favoritism  or  otherwise,  a  single  shipper  has  secured  a 
largo  proportion  of  the  traffic  in  a  given  industry,  the  railroad  which 
refuses  to  gnint  its  demands  may  lose  revenue.  The  blame  for  making 
discriminations  does  not  lie  wholly  with  the  railroads.  They  are  to 
a  very  consideralile  extent  at  the  mercy  of  the  great  shipper.  So  long 
as  there  are  two  or  more  routes  by  which  the  Standard  or  any  other 
great  shipper  may  send  its  product  to  an  important  market  it  is  in  a 
position  to  put  powerful  pressure  upon  the  carriers  to  discriminate 
in  its  favor,  either  with  respect  to-  shipments  to  that  particular  desti- 
nation or  Avith  respect  to  shipments  to  other  destinations  where  perhaps 
there  is  no  railroad  competition. 

n.  GENERAL  METHODS  OF  TKANSPOBTATION    AND    RATE- 
MAKING. 

Section  2.  Pipe-line  transportation. 

Most  of  the  crude  oil  produced  in  the  United  States,  except  in  Texas, 
Loui.siaiia,  and  California,  is  retined  before  consumption.  It  is  trans- 
portt^d  to  the  refineries  chietly  by  means  of  pipe  lines.  A  network  of 
small  pipes  gathers  the  oil  from  the  wells,  and  trunk  lines,  of  ten  of 
great  length,  convey  it  to  the  refining  point.  The  refined  products  of 
petroleum,  on  the  other  hand,  are  very  seldom  transported  by  pipe 
lint',  but  reach  their  destination  by  rail  or  water.  In  Texas,  Louisi- 
ana, and  California  the  crude  oil  is  nuich  less  suitable  for  refining  and 
is  used  largely  for  fuel  in  its  natural  state.  The  crude  oil  in  these 
tields  is  collected  ])v  pipe  lines.  l)ut  since  it  is  to  be  distributed  to 
nunuM'ous  points  of  consum])tion  instead  of  to  a  comparatively  small 
number  of  refineries  the  longdistance  transportation  is  chiefly  per- 
formed bv  rail  and  water  carriers. 
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In  considering  the  transportation  problem  in  the  petroleum  industry 
it  is  necessary  to  take  account  of  the  movement  of  oil  all  the  way 
from  the  wells  to  the  consumers  of  the  finished  product.  The  sub- 
ject of  pipe  lines  must  therefore  be  touched  upon  in  any  reix)rt  on 
the  transportation  of  oil.  This  subject  is,  however,  in  itself  a  large 
one,  and  a  detailed  presentation  of  it  in  the  present  report  would  be 
confusing,  since  the  main  purpose  here  is  to  discuss  discriminations 
between  shippers.  In  a  future  report  a  full  discussion  of  the  pipe- 
line system  will  be  given.  A  few  general  conclusions  as  to  the  com- 
parative cost  of  pipe-line  and  rail  transportation  are,  however,  included 
in  the  present  chapter.     (See  pp.  60-02.) 

The  Standard  Oil  Comjmny  has  all  but  a  monopoly  of  the  pipe  lines 
in  the  United  States.  Its  control  of  them  is  one  of  the  chief  sources 
of  it«  power.  While  in  the  older  oil  fields  r*Se  lines  are  by  the  State 
laws  common  carriers,  there  has  been  little  attempt  by  the  States  to 
regulate  their  charges.  The  Federal  Government  has  not  as  yet  exer- 
cised any  control  over  pipe  lines  engaged  in  interstate  commerce.  The 
result  is  that  the  charges  made  by  the  Standard  for  transporting  oil 
through  its  pipe  lines  for  outside  concerns  are  altogether  excessive, 
and  in  practice  are  largely  prohibitive.  Since  the  charges  far  exceed 
the  cost  of  the  service,  the  Standard  has  a  great  advantage  over  such 
of  its  competitors  as  are  forced  to  use  its  pii)e  lines  to  secure  their 
crude  oil. 

Section  3.  Methods  of  rail  transportation. 

In  rail  transportation  of  petroleum  and  its  products  tank  cars  are 
very  largely  used.  These  cars  hold  from  about  24,000  to  about  80,000 
pounds  of  oil,  or  from  80  to  250  barrels  of  50  gallons.  The  capacity 
of  each  car  is  marked  upon  it,  and  the  rule  of  the  railroads  is  to  charge 
freight  on  the  entire  capacity  of  the  car,  whether  it  is  fully  or  only 
partly  loaded. 

With  the  exception  of  two  railroads,  which  handle  chiefly  California 
and  Texas  crude  oil,  railroads  generally  own  very  few  tank  cars;  they 
are  mostly  '^private  cars."  The  Union  Tank  Line  Company,  a  sub- 
sidiary corporation  of  the  Standard,  owns  a})out  9,000  (1004),  and 
other  afiSliated  concerns,  like  the  Waters  Pien^e  Oil  Company,  own 
about  1,0<X).  The  Standard  Oil  Company  seldom  allows  other  shippers 
to  use  its  cars.  Many  competitors,  however,  seem  to  })e  fairly  well 
supplied  with  tank  cars. 

For  convenience  in  computing  the  weight  of  oil  transported  in  tank 
cars  the  railroads  universally  fix  arbitrary  weights  per  gallon  on 
petroleum  products.  In  mast  parts  of  the  United  States  this  arbitrary 
basis  is  6.4  pounds  per  gallon  alike  for  crude  petroleum  and  for  all  its 
liquid  products.  Railroads  handling  California  crude  oil,  which  is 
n.  Doc.  812, 59-1 ^5 
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much  heavier  than  the  crude  produced  in  the  Northeastern  States,  have, 
however,  adopted  71  pounds  per  gallon  as  the  basis  of  weight  for  it, 
while  the  railroads  handling  Kansas  and  Texas  crude  petroleum 
have  fixed  7.4  pounds  as  the  basis.  In  all  parts  of  the  country,  except 
on  intrastate  business  in  Kansas,  the  basis  of  6.4  pounds  is  still  used 
for  all  refined  petroleum  products.  As  a  matter  of  fact,  the  different 
kinds  of  petroleum  and  petroleum  products  vary  materially  in  weight 
per  gallon.  Thus,  the  different  grades  of  naphtha  (commonly  called 
gasoline)  range  in  weight  from  about  5i  to  6  pounds  per  gallon; 
illuminating  oil,  from  about  6i  to  64  pounds;  and  lubricating,  fuel,  and 
gas  oils  from  about  7  to  7f  pounds.  The  different  kinds  of  crude 
petroleum  vary  in  weight  from  about  6^  to  over  8i  pounds  per  gallon. 
The  practice  of  fixing  a  uniform  weight  on  petroleum  and  all  its 
products,  how^ever,  is,  in  the  older  oil  fields,  justifiable,  because  of  the 
great  convenience  both  to  the  shippers  and  to  the  railroad  companies. 
The  finished  products  of  crude  oil  taken  together,  or  averaged,  usually 
weigh  about  the  same  as  the  crude  itself.  As  shown  hereafter,  the 
situation  as  to  Kansas  oil  presents  a  different  problem. 

Large  quantities  of  petroleum  products  are  also  shipped  in  wooden 
barrels.  These  hold  about  50  to  54  gallons.  It  should  \ye  understood 
that  the  term  "  barrel,"  when  used  as  a  unit  of  measurement  in  speaking 
of  refined  petroleum  produ(!ts — as,  for  example,  in  giving  the  contents 
of  a  tank — means  precisel}'  50  gallons.  A  barrel  of  crude  petroleum 
as  a  statistical  unit  is  precisely  42  gallons. 

For  the  purpose  of  computing  freight  charges,  the  rules  of  most  if 
not  all  of  the  railroads  of  the  United  States  arbitrarily  fix  the  weight 
of  a  wooden  barrel  of  petroleum  or  petroleum  products,  regartUess  of 
actual  weight,  at  400  pounds.  Empty  petroleum  barrels  are  usually 
rated  at  80  pounds,  though  the  weight  of  70  pounds  is  used  on  one  or 
two  important  lines.  The  actual  weight  of  a  full  barrel,  of  course, 
varies  considerably  above  and  below  400  pounds,  because  of  differ- 
ences ill  the  size  of  the  barrels  and  more  especially  because  of  differ- 
ences in  the  specific  gravity  of  the  contents.  The  method  of  shipment 
by  barrels  is  naturally  used  wherever  the  movement  is  so  small  as  not 
to  justify  the  shipment  of  an  entire  tank  car  of  a  particular  product. 
For  this  reason  barrel  shipments  of  lubricating  oil  are  particularly 
common.  There  are  many  gnides  and  brands  of  lubricating  oil,  and 
even  markets  of  considerable  importance  may  not  demand  a  tank-car 
shipment  of  a  particular  grade. 

In  the  Southern  States  and  on  the  Pacific  coast  oil  is  frequently 
shipped  in  iron  barrels  or  drums,  which  also  usually  hold  about  50 
gallons.  They  are  preferred  in  dry  climates,  because  oil  in  wooden 
barrels  is  subject  to  evaporation.     The  arbitrary  weight  fixed  by  the 
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railroads  on  loaded  iron  barrels  is  usually  400  pounds,  but  in  some 
sections  385  pounds. 

Oil  is  also  frequently  shipped  in  tin  cans,  a  kind  of  package  largely 
used  for  exj)ort  shipments  to  tropical  countries,  and  in  this  country 
found  chiefl}^  in  the  mountain  and  Pacific  coast  States.  This  mode  of 
shipment  is  preferable  where  the  prevention  of  leakage  is  important, 
and  where  packages  of  small  size  are  needed  because  of  the  conditions 
of  distribution  and  consumption.  The  tin  cans  usually  contain  five 
gallons  each,  and  two  of  them  are  ordinarily  put  together  in  a  wooden 
case.  For  the  purpose  of  computing  freight  charges,  the  railroads 
fix  an  arbitrary  weight  of  80  pounds  per  10-gallon  case. 

The  freight  mtes  on  petroleum  and  its  products  are  usually  the 
same  per  hundred  pounds  in  carloads,  regardless  of  the  method  of 
shipment;  but  in  a  tank-car  shipment  freight  is,  of  course,  paid  only 
on  the  weight  of  the  oil  itself,  while  in  other  cases  the  charge  applies 
aleo  to  the  weight  of  the  container.  The  significance  of  these  differ- 
ent methods  of  transportation  in  their  relation  to  competition  in  the 
oil  business  is  more  fully  discussed  in  sections  19  and  20  below. 

Section  4.  Methods  of  water  transportation. 

Water  transportation  of  petroleum  is  in  the  domestic  oil  trade  mainly 
confined  to  the  coastwise  movements.  Much  the  greater  part  of  the 
oil  carried  by  water  is  handled  in  specially  constinicted  tank  vessels, 
which  ordinarily  transport  no  other  product.  Occasionally  tank  ves- 
sels carry  back  loads,  but  more  often  they  return  empty  to  the  point 
where  the  shipments  originate.  The  cost  of  water  transportation,  in 
tank  vessels,  is  very  much  less  than  the  rail  charges,  and  is  probably 
not  far  different,  in  the  case  of  coastwise  movements,  from  the  cost  of 
pipe-line  transportation.  The  export  movement  of  oil  from  the 
United  States  is  enormous,  the  Standard  Oil  Company  exporting  60 
per  cent  of  the  illuminating  oil  it  produces;  but  the  present  report  is 
not  concerned  with  transoceanic  transportation.  The  opening  up  of 
the  Texas  and  California  oil  fields  has  led  to  a  very  considerable 
coastwise  movement  of  crude  oil  in  tank  steamers.  Refined  oil  is 
also  shipped  up  and  down  the  Atlantic  and  Ihe  Pacific  coast  in  con- 
siderable quantities,  partly  in  tank  steamers,  partly  in  tank  barges 
towed  b}^  ocean-going  tugs,  and  to  a  comparatively  small  extent  in 
barrels  and  cans.  Some  of  the  regular  lines  of  coastwise  steamers 
are  unwilling  to  accept  shipments  of  petroleum  on  account  of  the 
risk  of  fire,  and  such  as  do  handle  it  charge  rates  much  in  excess  of 
the  cost  of  transportation  in  tank  vessels.  The  owner  of  tank  vessels, 
therefore,  has  a  material  advantage  over  his  competitor  who  does  not 
own  them. 
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No  tank  vessels  of  an}'  importance  are  operated  upon  the  Great 
I^kes  or  the  rivers  of  the  country.  There  is  a  considerable  move- 
ment of  barreled  oil  from  lower  lake  ports  and  from  Chicago  by  vessel, 
going  especially  to  Lake  Superior  points.  This  business  is  hfindled 
both  by  regular  freight  lines  and  by  tramp  steamers.  Water  trans- 
portation of  oil  upon  other  lakes  and  rivers  in  the  United  States  is  at 
present  insignifi(*ant  in  volume,  although  the  potential  competition  of 
water  carriers  ma\'  have  some  influence  upon  rail  freight  rates.  It  is 
at  least  often  made  an  excuse  for  low  i*ail  rates  to  particular  points. 

Section  5.  Class  and  commodity  rates. 

Petroleum  and  its  products  move  by  rail  in  part  on  "class  rates" 
and  in  part  on  "  commodity  rates."  A  brief  preliminary  consideration 
of  these  two  kinds  of  rates  is  desirable. 

Class  RATES. — The  characteristics  of  a  commodity  which  properly 
are  chiefly  considered  by  common  carriers  in  fixing  their  i-ates  per 
unit  of  weight  are  bulk  and  value,  and  of  these  value  is  by  far  the 
more  importiint.  The  railroads,  however,  can  not  take  account  of 
every  minute  difi'ercnce  in  commodities  with  respect  to  bulk  and  value 
or  other  characteristics  in  establishing  their  rates.  Classification  of 
all  but  the  most  important  commodities  into  a  few  broad  groups  is 
found  necessary.  In  order  to  avoid  the  confusion  which  arose  in  the 
earlier  days  when  each  railroad  company  adopted  its  own  basis  of 
classification,  associations  of  milroads  have  been  formed  which  have 
established  uniform  classifications.  Each  railroad  company  is  per- 
mitted to  make  exceptions  to  these  classifications.  Since  1887  there 
have  been  three  general  classifications  of  freight  in  use  in  the  United 
States.  These  are  known  as  the  Official  Classification,  the  Western 
Classification,  and  the  Southern  Classification. 

The  OflScial  Classification  is  used  by  the  milroads  of  the  Northeastern 
States,  including  the  territory  north  of  the  Ohio  and  Potomac  rivers 
and  east  of  the  line  between  Chicago  and  St.  Louis.  For  the  purposes 
of  through  shipments  from  west  ot  the  Mississippi  River  to  points  east 
of  Chicago,  and  vice  versa,  the  western  boundary  of  this  territory  is 
fixed  at  the  Mississippi  River.  Thus  shipments  originating  at  Chi- 
cago and  moving  west  take  the  Western  Classification,  but  shipments 
moving  from  Pittsburg  to  the  w  est  take  the  OiOScial  Classification  as 
far  as  the  Mississippi  River. 

The  Southern  Classification  applies  south  of  the  Ohio  and  Potom^ 
rivers  and  east  of  the  Mississippi  River. 

The  Western  Classification  applies  to  the  remainder  of  the  United 
States. 

The  Official  Classification  consists  of  six  classes,  numbered  one  to 
six.  The  first  (;lass,  as  in  each  of  the  classifications,  consists  of  com- 
modities which  take  the  highest  rates.     The  first  Official  Classification, 
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adopted  in  1887,  put  petroleum  and  its  products,  in  carloads,  in  the 
sixth  or  lowest  class  when  in  tank  cara  and  in  the  fifth  class  when  in 
wood:  but  they  were  very  shortly  taken  out  of  the  classification  alto- 
gether and  made  subject  to  special  commodity  tariffs,  which  usually 
name  Tates  approximately  equal  to  those  of  the  fifth  class.  In  New 
England  the  railroads  have  generally  put  petroleum  in  the  sixth  class 
when  that  takes  a  rate  of  10  cents  or  more,  otherwise  fifth  class;  but 
many  commodity  rates  also  exist. 

The  Southern  Classification  consists  of  fourteen  classes,  of  which  six 
arc  numbered  and  the  remainder  lettered.  Class  A  stands  just 
below  sixth  class,  and  classes  B,  C,  and  D  I'ange  down  to  commodities 
of  low  grade,  while  classes  E,  F,  G,  and  H  cover  certain  sj^ecial 
grou^xs  of  articles  and  are  inteimediate  between  some  of  the  numl)ered 
classes.  The  general  scale  of  classification  in  the  Southern  States  is 
higher  than  under  the  Official  Classification;  for  example,  broadty 
speaking,  a  sixth-class  commodity  under  the  Southern  Classification 
would  be  of  about  the  same  grade  and  value  as  a  fifth-class  commodity 
under  the  Official  Classification.  Under  the  Southern  Classification 
petroleum  and  its  products  in  carloads  are  sixth  class;  but  there  are 
very  many  special  commodity  rates. 

The  Western  Classification  consists  of  ten  classes,  five  being  num- 
bered and  the  remainder  lettered  A,  B,  C,  T),  and  E.  Class  A  usually 
takes  rates  between  the  fourth  and  fifth  classes,  while  class  B  is  usu- 
ally the  next  below  fifth  class.  The  basis  of  classification  is  so  differ- 
ent from  that  in  the  Northeastern  States  that  comparison  of  classes  is 
virtually  impossible.  Under  the  Western  Classification  petroleum  and 
its  products,  in  the  absence  of  special  exception,  are  in  the  fifth  class, 
and  fifth-class  rates  are  actually  applied  in  large  territories. 

The  classification  of  petroleum  and  its  products  in  carloads  under 
the  Western  and  Southern  classifications  is  decidedly  high  in  propor- 
tion to  their  value.  In  other  words,  when  the  class  rates  appl}^  these 
oils  take  high  rates  in  comparison  with  other  commodities  of  similar 
value,  and  particularly  in  comparison  with  other  oils  of  greater  value, 
most  of  which  take  the  same  classification. 

Most  petroleum  products  are  worth  much  less,  for  example,  than 
cotton-seed  oil  or  turpentine,  yet  under  ])oth  the  Western  and  the 
Southern  Classification  they  are  all  in  the  same  class.  Under  the 
Western  Classification  rates  on  lard  oil,  linseed  oil,  sperm  oil,  and 
other  valuable  oils  are  also  the  same  as  on  petroleum.  The  following 
table  shows  the  disposition  of  the  leading  kinds  of  oil  under  the  sev- 
eral classifications  and  their  approximate  values  per  gallon  and  per 
car.  Except  in  the  case  of  crude  oil  the  values  assigned  are  the  New 
York  market  quotations,  and  represent  products  in  barrels  or  otJier 
original  packages.    The  crude  oil  prices  arc  in  bulk  at  the  wells. 
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CLASSIFICATION  OF  VARIOUS  OILS  UNDER  THE  OFFICLAL.  WESTERN.  AND  SOUTHERN 
CLASSIFICATIONS,  TOGETHER  WITH  THE  APPROXIMATE  VALUE  OF  EACH. 

[Values  based  on  New  York  qootations  published  in  the  Oil,  Paint  and  Drug  Reporter  of  November 

27, 1906.] 


Commodity. 


Grade. 


Price 

Value  per 

car  of 

40,000 

pounds. 

Classification. 

gallon. 

Official 
(carload) 

Western  !  Southern 
(carload)  (carload) 

CenU, 

12 

1750 

C) 

5 

3.76 

235 

(«) 

5 

1.24 

67 

(«) 

5 

30 

1,600 

5 

5 

60 

3,200 

5 

6 

40 

2,133 

5 

5 

55 

2,933 

5 

5 

80 

4,266 

5 

5 

^8 

60 

3,200 

5 

6 

M 

64 

3,657 

5 

5 

Petroleum: 

Refined  illuminating 

(Trude 

Cotton-wed  qjl 


Lanloil 

Linseed  oil... 
Peanut  oil  . . . 
Neatsfoot  oil . 

Sperm  oil 

Turpentine  .. 


120S.W.  jobbing  lots... 

fPenn.  crude 
Kans.  32  crude 

Best    quality     yellow 
summer. 

Prime 

Raw 

White 

30°  cold  test 

Natural  winter 


a  Special  commodity. 


t»  Any  quantity. 


Under  all  the  classifications  all  petroleum  products  are  assigned  to 
the  same  class,  with  the  exception  of  axle  grease,  paraffin,  and  a  few 
other  high-grade  products  which  are  not  in  liquid  form.  Usually 
where  special  commodity  rates  are  applied  on  oils. these  also  are  uni- 
form upon  all  grades  and  kinds  of  petroleum  products.  In  Texas  and 
California,  where  crude  petroleum  is  so  largely  transported  for  fuel 
purposes,  the  rates  are  usually  much  lower  on  it  than  on  the  refined- 
products,  and  in  a  few  cases  in  the  more  eastern  States  lower  rates  are 
made  on  cioide  oil  or  on  fuel  oil.  Broadly  speaking,  however,  the 
same  rates  are  ordinarily  used  whether  the  oil  is  worth  one  cent  or 
one  dollar  per  gallon.  The  reason  for  this  failure  to  grade  rates  more 
closc^ly  in  accordance  with  value  is  chiefly  the  extreme  difficulty  of 
determining  the  quality  and  value  of  the  respective  products  by  such 
superficial  inspection  as  it  is  possible  for  railroad  employees  to  make. 

Although  the  market  value  of  crude  petroleum  is  in  general  a  large 
fraction  of  the  aggregate  value  of  its  finished  products,  it  is  a  fair 
question  whether,  as  a  raw  material  for  manufacture,  crude  oil  should 
not,  in  some  (Mises  at  lea.st,  be  put  on  a  lower  basis  of  rail  charges  than 
petroleum  products.  Railroads  usually  carry  raw  materials  more 
cheaply  than  finished  products,  regardless  of.  the  fact  that  the  cost  of 
the  service  may  be  precisely  the  same.  It  is  impossible  for  railroads 
to  carry  crude  oil  as  cheaplv  as  pipe  lines  can,  but  there  are  certainly 
some  cases  in  which  they  could  afl^ord  to  (jarry  it  for  less  than  the 
Standard's  pipe  lines  actually  charge.  By  reducing  rates  on  crude  oil, 
therefore,  the  railroads  could,  in  some  instances,  get  considerable 
traffic  while  not  lessening  their  transportation  of  finished  petroleum 
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products  sufficiently  to  offset  this  gain.  As  will  be  more  fully  pointed 
out  in  Chapter  VIII,  this  policy  would  seem  to  be  particularly  desira- 
ble in  the  case  of  Kansas  crude  oU,  the  price  of  which  has  been  excep- 
tionally low,  and  which  is  coming  into  use  as  fuel  where  sufficiently 
low  rates  prevail. 

In  addition  to  the  three  great  classifications  above  mentioned,  there 
are  in  several  State^local  classifications  established  by  law  or  by  the 
State  railroad  conmiissions.  These  apply  only  on  traffic  wholly  within 
the  limits  of  these  particular  States,  and  are  of  comparatively  little 
importance  with  respect  to  carload  transportation  of  oil,  which  is 
largely  interstate  business. 

Commodity  bates. — As  already  stated,  individual  railroad  com- 
panies make  such  exceptions  to  the  classifications  as  they  see  fit.  The 
rates  which  they  apply  upon  such  excepted  articles  are  referred  to  as 
commodity  rates.  Various  considerations  lead  to  the  adoption  of  com- 
modit}^  rates.  In  general,  they  are  intended  to  meet  conditions  with 
respect  to  the  marketing  of  the  excepted  commodity  which  are  pecul- 
iar to  the  individual  railroad  or  locality.  The  establishment  by  a 
railroad  company  of  rates  upon  classified  commodities  is  based  upon 
broad,  general  considerations.  Distance  is  an  important  factor,  though 
not  the  only  factor.  Ordinarily  the  class  rates  are  the  same,  or  nearly 
the  same,  on  shipments  moving  from  two  different  points  to  a  destina- 
tion equidistant  from  both. 

Commodity  rates,  on  the  other  hand,  are  made  with  much  less  refer- 
ence to  distance.  The  purpose  of  the  railroad  in  making  a  commodity 
rate  is  to  get  traffic  W||j^ch  it  might  not  otherwise  get  at  all.  So  long 
as  there  is  any  profit  whatever  in  the  business,  a  commodity  rate  may 
be  reduced,  if  necessary,  to  meet  marketing  conditions.  The  tendency 
of  commodity  mtes  is  to  put  different  producing  points  on  an  equality 
in  reaching  a  given  market,  or  more  nearly  on  an  equality  than  they 
would  be  on  the  basis  of  the  relations  established  by  class  rates. 

Within  reasonable  limits  the  principle  of  commodity  rates  is  beyond 
question  justifiable.  In  section  14  will  be  found  a  further  discussion 
of  the  basis  for  the  criticism  of  the  commodity  rates  on  oil. 

Section  6.  Less-than-carload  rates. 

Railroads  almost  uniformly  charge  for  transporting  part  carloads  at 
a  higher  rate  than  for  carloads.  In  some  sections  of  the  country  it 
is  complained  that  the  difference  is  excessive  on  all  articles.  This  is 
beyond  question  often  true  of  oil. 

Oil  in  less  than  carloads  is  usually  taken  at  class  rates.  It  falls  in 
the  third  class  in  the  Official,  Southern,  and  Western  classifications 
alike.  By  reason  of  the  fact  that  commodity  rates  on  oil  in  carloads, 
especially  from  the  refineries,  of  the  Standard  Oil  Company,  are  often 


44  TRANSPORTATION  OP  PETROLEUM. 

very  low,  far  below  those  on  the  lowest  numbered  classes,  there  is  in 
many  sections  of  the  country  a  very  wide  difference  between  the  car- 
load rates  from  the  Standard's  shipping  point  and  less-than-carload 
rates  from  the  shipping  points  of  competitors — a  wider  difference  than 
exists  between  carloads  and  part  carloads  as  to  most  other  commod- 
ities. Even  though  the  rates  charged  to  the  Standard  on  part  car- 
loads may  be  equally  high,  this  difference  in  rates  mures  to  the  benefit 
of  the  Standard,  because  it  makes  comparatively  few  distant  ship- 
ments in  less  than  carloads,  while  its  smaller  competitors,  who  can 
not  find  such  large  markets,  often  ship  much  oil  considerable  distances 
in  less  than  carloads. 

The  argument  presented  ]>y  the  railroads  in  defense  of  the  high 
rates  on  oil  in  part  carloads  is  that  it  is  an  undesirable  commodity  to 
transport  in  the  same  cur  with  other  products.  Often,  in  fact,  rail- 
roads accept  oil  in  part  carloads  only  on  selected  days,  one  or  two  a 
week,  iji  order  to  be  able  to  fill  up  one  or  more  cars  with  these  small 
shipments.  On  the  other  hand,  some  oil  shippers  attribute  this  latter 
practice  itself,  as  well  as  the  high  rates,  to  a  desire  to  discriminate 
against  the  small  concerns.  They  assert  that  petroleum  oil  is  no  more 
injurious  to  other  goods  than  raan}^  oils  of  much  higher  value  which 
are  charged  the  samo.  rates;  that  it  can  be  and  is  carried  in  cars  with 
coarse  goods  of  various  sorts  which  suffer  no  injury. 

The  Bureau  of  Corporations  has  made  only  a  limited  investigation 
of  the  less-than-carload  business.  A  thorough  investigation  would 
require  much  time,  and  a  sound  conclusion  as  to  the  justice  of  the 
various  contentions  would  require  careful  balancing  of  much  expert 
testimony.  It  certainly  would  seem  that  there  can  be  no  adequate 
justification  for  many  extreme  cases  where  oil  in  small  lots  is  charged 
three  or  four  times  as  much  per  hundred  as  oil  in  carloads. 

As  shown  in  the  report,  the  railroads  have  in  some  case«  clearly  dis- 
criminated in  behalf  of  the  Standard  Oil  Company  on  its  less-than- 
carload  shipments  from  its  local  distributing  stations. 

m.  liOCATION  OF  REFINERIES   IN  RELATION   TO   TRANSPORTA- 
TION CONDITIONS. 

Section  7.  Location  of  the  Standard  Oil  Company's  refineries  with  respect 
to  the  transportation  of  crude  oil. 
The  location  of  the  works  in  which  crude  oil  is  converted  into  its 
various  refined  products  is  of  fundamental  impoilance  in  relation  to 
the  cost  of  transportation.  Its  significance  grows  largely  out  of  the 
fsLcis  that  crude  oil  is  mainly  tmnsported  by  pipe  lines,  while  refined 
products  arc  transported  chiefly  by  rail  and  water  carriers,  and  that 
the  cost  of  pipe- line  transportation  is  very  much  less  than  the  cost  of- 
rail  transportation. 
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Facing  this  page  is  presented  a  map  showing,  roughly,  the  loca- 
tion of  the  leading  oil  fields  of  the  United  States,  the  Standard  Oil 
Company's  refineries  (including  those  of  subsidiary  and  affiliated  con- 
cerns), and  its  main  systems  of  pipe-line  transportation.  It  is  not 
essentia]  for  the  present  purpose  to  make  this  map  minutely  accurate. 
The  local  pipe  lines  in  the  oil  fields  have  been  wholly  disregarded,  and 
the  trunk  pipe  lines  from' the  oil  fields  to  the  refineries  have  been 
shown  as  straight  lines  instead  of  accurately  following  their  actual 
course. 

The  leading  oil  fields  from  which  the  country  is  supplied  with 
refined  petroleum  are  still  those  known  as  the  Appalachian  and  the 
Lima  fields.  During  the  year  1904,  which  is  the  period  particularly 
covered  by  the  investigation  df  the  Bureau,  the  Kansas-Territory  oil 
field  was  already  producing  a  large  quantity  of  crude  oil,  but  con- 
tributed comparatively  little  to  the  consumption  of  the  country.  The 
pipe  line  from  the  Kansas  field  to  Whiting,  which  is  shown  on  the 
niap,  was  not  in  operation  during  1904,  but  crude  oil  is  now  being 
sent  through  it  all  the  way  to  the  Atlantic  seaboard. 

The  Appalachian  oil  field,  which  was  the  first  to  be  developed  and 
which  in  1904  still  furnished  more  crude  oil  than  any  other,  lies  in  a 
belt  running  from  the  southern  part  of  western  New  York  southwest- 
erly through  western  Pennsylvania  into  the  eastern  part  of  Ohio  and 
the  western  part  of  West  Virginia,  and  extending  to  some  extent  into 
Kentucky  and  Tennessee.  The  oil  produced  in  this  territory,  with  the 
exception  of  Kentucky  and  Tennessee,  is  much  superior  in  quality  to 
that  produced  in  any  other  important  field.  The  distillation  of  "  Penn- 
sylvania'' crude,  as  this  superior  Appalachian  oil  is  ordinarily  termed, 
yields  more  than  90  per  cent  of  high-grade  products.  While  different 
refineries  vary  markedly  in  the  results  obtained,  it  may  be  said,  roughly, 
that  Pennsylvania  crude  yields  from  45  to  80  per  cent  refined  illumina- 
ting oil,  from  12  to  20  per  cent  naphtha,  and  from  5  to  25  per  cent 
lubricating  oils,  with  little  or  no  gas  oil  and  fuel  oil  as  residuary 
products.  The  proportions  of  the  several  products  may  be  varied 
considerably  at  will,  and  the  same  is  true  of  the  yields  from  other  crude 
oils.  Taking  all  refineries  together,  the  proportion  of  illuminating  oil 
derived  from  Pennsylvania  crude  is  probably  over  70  per  cent. 

The  Lima  oil  field,  which  was  first  developed  during  the  latter  part 
of  the  eighties,  now  produces  about  four-fifths  as  much  crude  petro- 
leum as  the  Appalachian  field,  though  of  inferior  quality.  This  field 
lies  in  northwestern  Ohio  and  the  central-eastern  part  of  Indiana. 
Lima  crude  oil  yields  from  85  to  60  per  cent  refined  oil  and  from  10 
to  15  per  cent  naphtha.  The  quantity  of  lubricating,  gas,  and  fuel 
oils  may  be  varied  largely  at  the  desire  of  the  refiner,  but,  in  general. 
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a  very  considerable  percentage  of  the  product  actually  derived  consists 
of  gas  oil  and  fuel  oil,  or,  according  to  the  practice  of  some  plants, 
asphaltum  oil,  all  these  being  of  much  less  value  than  illuminating  oil 
and  naphtha. 

What  is  ordinarily  known  as  the  £[ansas  or  Kansas-Territory  field, 
which  is  now  officially  designated  by  the  United  States  Geological 
Survey  as  the  Midcontinent  field,  lies  in  southeastern  Kansas  and  the 
northern  part  of  Oklahoma  and  Indian  Territory,  the  production  in 
the  Territories  being  at  present  much  larger  than  in  Kansas.  This  oil 
yields  approximately  the  same  proportions  of  finished  products  as  that 
of  the  Lima  field,  though  as  yet  it  has  been  less  used  for  producing 
lubricating  oils. 

Crude  oil  occurs  in  Texas  in  quite  widely  scattered  localities,  but 
the  largest  production  is  within  a  comparatively  small  section  of  the 
eastern  part  of  the  State.  .  The  quantit}^  produced  during  recent  years 
has  been  great,  but  much  the  larger  part  of  it  is  used  in  the  crude 
state  for  fuel.  Most  Texas  crude  yields  very  little  naphtha  and  ordi- 
narily less  than  20  per  cent  of  refined  oil,  most  of  which  is  of  some- 
what inferior  quality.  Some  of  the  plants  refining  this  oil  make  con- 
siderable quantities  of  lubricating  oil,  but  others  convert  the  heavier 
fi^actions  chiefly  into  fuel  and  gas  oil.  The  less  important  Corsicana 
field,  in  northern  Texas,  produces  an  oil  more  like  that  of  Kansas. 

The  large  crude-oil  production  of  California  is  distributed  in  a  num- 
ber of  fields  of  small  area,  but  several  of  these  fields  are  of  remarkable 
productiveness.  As  in  Texas,  most  of  this  crude  oil  is  used  directly 
for  fuel,  and  like  Texas  oil  it  yields  a  comparatively  small  percentage 
of  refined  oil  and  very  little  naphtha. 

The  only  other  oil  field  of  commercial  importance  at  present  is  that 
near  Florence,  in  Colorado.  The  crude  oil  produced  in  this  field  is, 
broadly  speaking,  similar  in  quality  to  that  of  the  Midcontinent  field. 

Turning  now  to  the  relation  of  the  Standard  Oil  Company's  refineries 
to  these  great  oil  fields,  it  is  at  once  apparent  that  a  large  proportion 
are  at  considerable  distances  from  the  fields.  These  distant  refineries 
are  much  larger  than  those  near  the  sources  of  the  oil.  The  following 
is  a  list  of  all  the  refineries  of  the  Standard  Oil  Company  and  its 
directly  subsidiary  companies,  with  their  location: 

REFINKR1E8  OF  THE  STANDARD  OIL  COMPANY  AND  SUBSIDIARY  COMPANIES. 

8tandar<i  Oil  Company  of  New  Jersey: 

Baltimore  Works,  Baltimore,  Md. 

Bayonne  Works,  Bayonne,  N.  J. 

Eaj^le  Works,  Constable  Hook,  N.  J. 

Parkersburg  Works,  Parkorsburg,  W.  Va. 
Vacuum  Oil  Company,  Olean,  N.  Y. 
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Standard  Oil  Company  of  New  York: 

Buffalo  Works,  Buffalo,  N.  Y. 

Pratt  Works,  Brooklyn,  N.  Y. 

Long  Island  or  Devoe  Works,  Long  Island  City,  N.  Y. 

Sone  &  Fleming  Works,  Long  Island  City,  N.  Y. 
Atlantic  Refining  Company: 

Philadelphia  works,  Point  Breeze,  Pa. 

Eclipse  works,  Franklin,  Pa. 

Pittsburg  works,  Pittaburg,  Pa. 
Solar  Refining  Company,  Lima,  Ohio. 
Standard  Oil  Company  of  Ohio,  Cleveland,  Ohio. 
Standard  Oil  Company  of  Indiana: 

Whiting  works.  Whiting,  Ind. 

Sugar  Creek  Works,  Sugar  Creek,  Mo. 
Standard  Oil  Company  of  Kansas,  Neodesha,  Kans. 
Pacific  Coast  Oil  Company,  Point  Richmond,  Cal. 

Besides  these  refineries  there  ai-e  two  very  important  lubricating  oil- 
compounding  works  which  are  also  Standard  concerns — that  of  the 
Vacuum  Oil  Company  at  Rochester,  N.  Y.,  and  that  of  the  Galena- 
Signal  Oil  Company  at  Franklin,  Pa. — as  well  as  several  minor  works 
of  a  similar  character  which  do  not  refine  crude  oil. 

In  addition,  there  are  several  refineries  belonging  to  concerns  closely 
a£Bliated  with  the  Standard  Oil  Company,  as  follows: 

Tide  Water  Oil  Company,  Bayonne,  N.  J. 
Security  Oil  Company,  Beaumont,  Tex. 
Corsicana  Refining  Company,  Corsicana,  Tex. 
Florence  Oil  and  Refining  Company,  Florence,  Colo.« 
United  Oil  Company,  Florence,  Colo. 

The  largest  refineries  of  the  Standard  Oil  Company  are  those"t)n  the 
Atlantic  seaboard.  That  at  Bayonne,  N.  J. ,  is  the  largest  in  the  United 
States,  and  that  at  Philadelphia  is  a  close  second.  The  company  has 
no  less  than  five  refineries  at  New  York  Harbor — two  on  the  New  Jersey 
coast  and  three  on  Long  Island.  There  is  also  a  large  Standard  refin- 
ery at  Baltimore.  The  total  quantity  of  crude  oil  consumed  by  these 
seaboard  refineries  is  fully  two-thirds  of  the  aggregate  consumption  of 
the  Standard  Oil  Company. 

The  Standard  Oil  Company's  pipe  lines  extend  both  from  the  Appa- 
lachian field  and  from  the  Lima  field  to  the  seaboard.  The  great 
Bayonne  refinery,  at  least  during  1904,  used  practically  no  Appalachian 
crude,  but  chiefly  Lima,  with  a  small  proportion  of  Texas  crude  brought 
by  tank  steamers.  The  Philadelphia  plant  also  used  about  30  per  cent 
of  Lima  crude  and  some  from  Texas,  though  Pennsylvania  oil  made 
up  the  larger  part  of  its  consumption.  The  other  seaboard  refineries 
use  chiefly  Pennsylvania  oil. 

«The  Standard  interests  own  no  stock  in  this  company,  but  have  for  years  bought 
all  its  output. 


48  TRANSPOBTATIOK  OF  PETROLEUM. 

According  to  a  rough  estimate  the  seaboard  refineries  taken  together 
consiuned  during  1904  approximately  equal  quantities  of  Pennsylvania 
and  Lima  crude,  and  a  comparatively  small  quantity  of  Texas  crude, 
less  than  10  per  cent  of  the  total.  Very  recently  those  plants  of  the 
Standard  at  the  seaboard  which  are  specially  adapted  for  Pennsyl- 
vania crude  have  begun  using  some  Kansas  oil. 

The  second  large  group  of  refineries  of  the  Standard  Oil  Company 
consists  of  those  situated  practically  in  the  Appalachian  field,  at 
Parkersburg,  W.  Va.,  Pittsburg  and  Franklin,  Pa.,  and  Olean,  N.  Y., 
and  the  refinery  at  Buffalo,  N.  Y. ,  which  is  comparatively  near  that  field. 
These  five  refineries  iise  Appalachian  crude  almost  exclusively,  the 
Parkersburg  refinery  using  the  quality  which  is  distinguished  as  Ken- 
tucky oil,  and  the  others  what  is  called  Pennsylvania.  These  refineries 
naturally  obtain  their  crude  at  a  somewhat  less  cost  than  the  seaboard 
refineries. 

The  Standard  Oil  Company  has  only  one  refinery  actually  within 
the  Lima  field,  tlxat  at  Lima,  Ohio;  but  the  Cleveland  refinery  is  not 
far  distant.     Both  these  refineries  use  Lima  crude  exclusively. 

The  refinery  of  the  Standard  Oil  Company  at  Whiting,  Ind.,  is  just 
across  the  State  line  from  the  city  limits  of  Chicago.  This  is  next  to 
the  Bayonne  and  Philadelphia  refineries  in  importance,  and  consumes 
more  crude  oil  than  all  seven  of  the  Standard  refineries  in  the  Appa- 
.  lachian  and  Lima  fields  together.  It  uses  exclusively  Lima  crude, 
which  is  piped  through  trunk  lines  from  200  to  300  miles  long. 

The  refinery  of  the  Standard  Oil  Company  at  Neodesha,  Kans., 
is  in  the  northern  part  of  the  Midcontinc^nt  field.  That  at  Sugar 
Creek,  Mo.,  near  Kansas  City,  which  is  much  larger,  is  about  150 
miles  from  the  oil  field,  with  which  it  is  connect-t^d  by  a  pipe  line. 
This  refinery  began  optM-ations  in  November,  1904.  During  1W5 
the  Kansas  oil  field  was  connected  with  Whiting  by  a  pipe  line,  and 
another  pamllel  pipe  is  now  being  laid.  The  oil,  however,  is  not 
refined  at  Whiting,  but  is  piped  on  to  the  Atlantic  seaboard,  a  total 
distance  of  fully  1,500  miles.  The  reason  why  the  oil  is  not  used  at 
W^hiting  is  that  that  plant  is  etjuipped  with  peculiar  appai*atus  required 
for  handling  Ijima  crude,  which  contains  considerable  quantities  of 
sulphur.  Sulphur  is  not  present  in  material  quantities  in  Kansas 
crude,  which  can,  therefore,  l>c  used  in  the  same  refineries  which  handle 
Pennsylvania  crude.  The  use  of  this  Kansas  petroleum  is  creating  a 
new  set  of  conditions  with  respect  to  tmnsportution,  which  need  not, 
however,  be  si)ecially  discussed  in  the  present  report. 

The  refinery  of  the  Pacific  Coast  Oil  Company,  a  subsidiary- concern 
of  the  Standard  Oil  C/ompany,  is  situat(»d  at  Point  Richmond,  near 
San  Francisco.     It  receives  its  crude  oil  partly  from  the  Coalinga  field, 
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in  central  California,  piping  it  about  200  miles,  and  partly  by  tank 
steamer  from  the  fields  near  the  coast,  in  the  vicinity  of  Los  Angeles 
and  San  Luis  Obispo. 

In  addition  to  these  refineries  directly  controlled  by  the  Standard 
Oil  Compan3%  it  is  affiliated  with  several  others  of  somewhat  less 
importance.  Thus,  the  Standard  interests  own  a  considerable  share  of 
the  stock  of  the  Tide  Water  Oil  Company,  which  has  a  plant  at  New 
York  Harbor  and  which  is  imderstood  to  work  in  thorough  harmony 
with  the  larger  concern.  The  Standard  Oil  Company  also  has  arrange- 
ments by  which  it  purchases  the  entire  output  of  the  United  Oil  Com- 
pan^^  and  the  Florence  Oil  and  Refining  Company,  of  Colorado,  which 
two  concerns  handle  virtually  all  the  Colorado  crude  oil.  The  Stand- 
ard also  indirectly  controls  a  refinery  at  Corsicana,  Tex.,  which  handles 
a  large  part  of  the  product  of  the  Corsicana  field.  There  is  much  evi- 
dence to  show,  moreover,  that  the  Standard  controls  the  Security  Oil 
Company  of  Texas,  which  operates  the  second  largest  refinery  in  that 
State.  These  Colorado  and  Texas  refineries  are  situated  quite  near 
the  sources  of  their  supplies  of  crude  oil. 

Section  8.  Basis  for  defining  areas  of  distribution  of  products  from 
refineries. 

The  next  step  in  the  consideration  of  the  methods  and  cost  of  trans- 
portation of  petroleum  is  to  ascertain  the  areas  supplied  b}'  each  of 
the  refineries  of  the  Standard  Oil  Company.  This  can  be  done  only 
approximately.  Naturally  the  lines  bounding  these  various  areas  are 
by  no  means  rigid.  Temporary  market  conditions  may  lead  to  the 
shipment  from  one  refinery  of  petroleum  products  which  are  ordinarily 
supplied  from  another. 

The  areas  of  distribution  of  the  different  classes  of  refined  petroleum 
products  are  not  altogether  similar.  It  is  necessary,  however,  to 
give  some  attention  to  the  distribution  of  all  the  leading  classes  of 
products.  If  the  Standard  Oil  Company,  through  the  location  of 
its  refinery  at  Whiting,  for  example,  had  an  advantage  over  refiners 
located  at  Cleveland  or  Pittsburg  by  reason  of  being  nearer  to  the 
markets  of  the  Western  States  for  refined  oil,  its  advantage  might  be 
offset  if  it  were  necessary,  in  order  to  find  markets  for  other  products, 
to  ship  them  east  into  territory  nearer  to  its  competitors. 

Broadly  speaking,  the  territorial  distribution  of  the  several  more 
bulky  products  of  the  Standard's  refineries  is  substantially  similar. 
From  the  statement  already  presented  as  to  the  .approximate  yields 
of  finished  products  from  the  different  kinds  of  crude,  it  will  be 
seen  that  refined  illuminating  oil  is  ])y  far  the  most  important 
product    derived    from    Pennsylvania    crude   and   considera})ly   the 
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most  important  derived  from  £[ansas  and  Lima  crude.  To  deter- 
mine, therefore;  the  areas  supplied  with  refined  oil^  by  the  several 
refineries  of  the  Standard  Oil  Company  is  the  most  important  part 
of  the  present  task.  Perhaps  the  next  most  important  product  is 
naphtha — using  this  word  as  a  general  term  for  the  lighter  prod- 
ucts of  petroleum,  which  are  sold  largely  under  the  name  of  gasoline. 
There  is  a  large  demand  for  naphtha  all  over  the  country,  so  that 
each  refinery  finds  it  possible  to  distribute  at  least  a  large  propor- 
tion of  its  naphtha  within  the  same  areas  which  it  supplies  with 
illuminating  oil.  Naphtha  is,  however,  shipped  in  large  quanti- 
ties from  certain  refineries  into  territory  to  which  they  supply  very 
little  refined  oil.  This  condition  arises  largely  from  the  fact  that  the 
great  refineries  at  the  seaboard,  which  export  a  very  large  proportion 
of  their  refined  oil  and  which  were  placed  at  the  seaboard  in  order  to 
be  convenient  to  the  foreign  markets,  do  not,  at  present  at  least,  find 
as  great  a  market  for  their  naphtha  abroad  as  in  this  country.  It 
arises  also  in  part  from  the  fact  that  Pennsylvania  crude  yields  the 
largest  proportion  of  naphtha,  and  the  Texas  and  California  oils  yield 
very  little. 

Gas  oil  and  fuel  oil  are  also  produced  in  very  large  quantities,  espe- 
cially by  the  refineries  using  Lima  oil  and  the  oil  of  the  western  fields. 
The  larger  part  of  these  products  is  consumed  comparatively  near  the 
refinery.  The  great  seaboard  cities  furnish  a  large  field  for  the  gas 
and  fuel  oil  produced  at  the  seaboard  refineries,  while  the  Whiting 
refinery  finds  a  large  market  for  these  oils  in  the  vicinity  of  Chicago  and 
at  St.  Louis,  Milwaukee,  and  other  central  western  cities.  In  general, 
therefore,  it  may  be  said  that  the  refineries  distribute  their  gas  and  fuel 
oil  mainly  within  the  same  areas  to  which  they  respectively  distribute 
their  refined  oil,  but  that  they  do  not  ship  them  so  far.  An  exception 
is  the  large  shipment  of  gas  oil  and  fuel  oil  from  the  Kansas  refineries 
to  St.  Louis. 

The  only  remaining  product  of  importance  to  be  considered  is  lubri- 
cating oil.  Here  again  there  is  a  large  demand  for  the  output  of  each 
refinery  within  the  area  to  which  it  habitually  supplies  illuminating 
oil.  The  great  manufacturing  plants  within  a  short  distance  of  the 
seaboard  refineries  and  of  the  Whiting  refinery,  respectively,  consume 
a  material  proportion  of  the  total  output.  Nevertheless,  it  is  undoubt- 
edly true  that  considerable  quantities  of  lubricating  oil  are  shipped 
from  the  several  refineries  into  areas  which  they  do  not  usually  supply 
with  illuminating  oil.  This  is  particularly  true  with  respect  to  certain 
high-grade  oils  produced  at  one  or  two  points,  which  are  distributed 
more  or  less  all  over  the  United  States. 


« In  customary  usage  the  term  ** refined  oil"  usually  refers  to  illuminating  oil  only, 
and  is  so  used  in  this  report  unless  otherwise  indicated. 
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For  example,  the  Galena  Oil  Works  at  Franklin,  Pa.,  supply  fully 
95  per  cent  of  the  railroads  in  the  United  States  with  their  lubricat- 
ing oils,  and  the  Vacuum  Oil  Company,  with  works  at  Rochester, 
which  manufactures  large  quantities  of  high-priced  lubricating  oils, 
also  distributes  them  very  widely.  The  freight  rates  on  lubricating 
oil,  however,  are  a  much  less  important  factor  in  the  aggregate  of 
the  business  than  the  rates  on  refined  illuminating  oil — first,  because 
the  total  quantity  of  lubricating  oil  produced  is  much  less,  and, 
second,  because  a  large  proportion,  at  least  of  the  lubricating  oils 
which  are  thus  widely  distributed  from  particular  plants,  are  much 
more  valuable  per  gallon  than  refined  oil,  so  that  the  freight  rate  is  a 
much  less  important  element  in  their  cost  to  the  consumer. 

Again,  the  Standard  Oil  Company  has  a  peculiarly  advantageous 
position  in  the  marketing  of  much  of  its  higher  grade  oil,  so  that  it  is 
virtually  free  from  competition.  This  is  especially  true  of  the  oil  sold 
to  railroads. 

From  all  these  considerations  the  conclusion  may  be  drawn  that  hav- 
ing once  determined  approximately  the  areas  supplied  with  illumina- 
ting oil  by  the  respective  refineries  of  the  Standard  Oil  Company,  a 
consideration  of  the  cost  of  transportation  from  the  refineries  to  the 
areas  thus  mapped  out  will  give  a  fairly  correct  basis  of  judgment  as 
to  any  advantages  which  the  Standard  may  possess  over  its  competitors. 
The  officei-s  of  the  Standard,  to  minimize  the  importance  of  inequita- 
ble rate  adjustments  in  a  given  territory,  have  frequently  urged  that 
the  company  makes  large  shipments  to  that  territory  from  refineries 
which  take  the  same  rates  as  were  charged  its  competitors.  This  is 
undoubtedly  true,  but  the  effect  of  the  rate  adjustment  depends  upon 
the  relative  importance  of  the  shipments  from  the  different  refineries. 
If  on  nine-tenths  or  even  onl}^  three-fourths  of  the  product  which  it 
sells  at  an  important  point  the  Standard  pays  rates  which  are  unfairly 
low  as  compared  with  those  paid  by  its  competitors,  it  still  has  a 
material  advantage,  even  though  one-tenth  or  one-fourth  of  its  ship- 
ments are  made  at  the  rates  which  its  competitors  pay. 

Section  9.  Quantity  of  refined  oil  produced  by  the  several  refineries. 

The  Bureau  of  Corporations  has  not  secured  information  of  the  exact 
quantity  of  all  the  various  refined  products  turned  out  by  the  several 
refineries  of  the  Standard  Oil  Company  or  distributed  from  them  to 
American  consumers.  This  information  has,  however,  been  secured 
from  that  company  with  respect  to  illuminating  oil.  The  following 
table  shows  for  the  calendar  year  1904  the  number  of  barrels  of  illumi- 
nating oil  delivered,  distinguishing  the  deliveries  for  domestic  con- 
sumption, from  each  of  the  refineries  of  the  Standard,  and  the  percentage 
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which  the  deliveries  of  each  refinery  bear  to  the  total  deliveries  and 
the  total  domestic  deliveries: 

DELIVERIES  OF  REFINED  ILLUMINATING  OIL  BY  THE  SEVERAL  REFINERIES  OF  THE 
STANDARD  OIL  COMPANY,  1904. 

[The  quantity  delivered  for  domestic  use  is  computed  from  the  percentajre  furnished  by  the  Standard 
Oil  Company,  and  is  therefore  not  precise  to  the  last  figures.] 


DeUveries 
(barrels  of 
50gaUons). 

Delivered  for  domestic  use. 

Amount 
(barrels  of 
50  gallons). 

Per  cent 
of  de- 
liveries. 

Per  cent 
of  total 
deUv- 
eries. 

Per  cent 
of  total 

domestic 
deliv- 
eries. 

Seaboard  refineries: 
New  Yorlt  Harbor- 

Pratt 

1,099,885 
1,159,675 

293,810 
4,792,809 

885,059 

281,678 
62,617 
39,371 
829,166 
163,115 

27.10 
5.40 
18.40 
17.30 
17.30 

1.87 
.81 
.19 

4.04 
.75 

8.21 

Lonar  Island        

.71 

Sone  &  Fleming 

.45 

Bayonne  

9.46 

Eagle 

1.76 

Total 

8,170.688 

1.865,932 

6.66 

15.67 

Philadelphia 

4,706,066 
1,188,832 

705,913 
457,508 

15 

38.50 

3.44 
2.28. 

8.04 

Baltimore 

6  21 

Total  seaboard 

14,065,056 

2.529,358 

12.83 

28  88 

Refineries  in  and  near  Appalachian  field: 

Franklin 

787,056 
448,828 
488,271 
141,562 
126.865 

783,908 
446,978 
446,280 
141,562 
126,866 

99.60 
99.70 
91.40 

100 

100 

8.82 

2.18 

2.18 

.69 

.62 

8. 98 

Olean 

6.09 

Buffalo 

5  09 

Pittsburg 

1  61 

.  Parkersburg 

1  46 

Total 

1,992,077 

1,945,593 

9.48 

22.17 

Refineries  in  and  near  Ohio  field: 

Cleveland 

338,121 
580,037 

312,086 
580,037 

92.80 
100 

1.52 
2.83 

8  66 

Lima  . .....w....r^..,.. , 

6  61 

Total 

918, 158 

892,123 

4.85 

10  17 

Western  refineries: 

Whiting 

2,953,730 
242,986 
85,155 
8M,019 

2,891,702 

242,986 

35,165 

238,527 

97.90 
100 
100 

79.24 

14.10 

L18 

.17 

1.16 

32.95 

Neodesha 

2.77 

Sugar  Creek 

40 

Pacific  Coast 

2.72 

Total 

3,532,890 

3,408,370 

17.23 

38  84 

Qrand  total 

20,508,181 

8,775,439 

42.78 

100 



The  refineries  in  this  table  have  been  an*anged  in  several  large 
groups.  This  grouping  is  important  because  the  lines  of  division 
between  the  territories  supplied  with  refined  oil  by  the  several  groups 
of  refineries  are  much  more  distinct  than  the  lines  between  territories 
supplied  by  individual  refineries  within  a  group.  The  five  large  refin- 
eries at  New  York  harbor  may  be  considered  virtuallj-  one  for  the 
purpose  of  a  study  of  transportation  conditions,  while,  taking  advan- 
tage of  cheap  water  transportation,  the  New  York,  Philadelphia,  and 
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Baltimore  refineries  all  distribute  oil  more  or  less  indiscriminately  to 
Atlantic  coast  points. 

This  table  brings  out  sharply  the  fact  that  a  very  large  proportion 
of  the  refined  oil  sold  by  the  Standard  Oil  Company  in  this  country  is 
produced  at  refineries  far  removed  from  the  oil  fields.  The  seaboard 
refineries  produced  28.83  per  cent,  and  the  refinery  at  Whiting,  Ind.,  no 
less  than  32.95  per  cent,  of  the  total  domestic  deliveries.  The  refineries 
in  and  near  the  Appalachian  oil  field  produced  only  22.17  per  cent 
and  the  refineries  in  and  near  the  Ohio  field  only  10.17  per  cent  of  the 
oil  so  delivered.  It  is  obvious  from  these  figures  alone  that  very  great 
portions  of  the  country  must  be  supplied  by  the  refineries  on  the  sea- 
board and  at  Whiting. 

The  relative  importance  of  the  refineries  appears  very  differently  if 
the  total  deliveries,  including  those  for  export,  are  considered.  Thus, 
while  the  seven  seaboard  refineries  delivered  only  2,529,353  barrels 
for  domestic  use,  their  total  deliveries  in  1904  were  between  five  and 
six  times  as  great.  On  the  other  hand,  naturally,  comparatively  little 
of  the  oil  from  the  interior  refineries  is  exported. 

The  Standard  Oil  Company  and  its  affiliated  marketing  companies 
also  handle  all  the  product  of  the  United  Oil  Company  and  the  Florence 
Oil  Company  of  Colorado,  which  amounted,  in  1904,  to  about  145,000 
barrels  of  refined  oil.  It  also  purchased  large  quantities  of  oil  from 
the  Security  Oil  Company  of  Texas,  with  which  it  is  affiliated,  but  the 
precise  quantity  of  the  purchases  used  for  domestic  consumption  is 
not  known.  The  total  production  of  refined  oil  hy  the  Security  Oil 
Company  in  1904  was  about  200,000  barrels,  but  has  since  increased 
materially.  The  production  of  the  Corsicana  refinery  is  also  controlled 
by  the  Standard  Oil  Company.  The  quantity  of  refined  oil  distributed 
from  this  plant  is  not  known,  but  probably  does  not  exceed  150,000 
barrels  annually.  The  total  quantity  of  oil  distributed  in  the  United 
States  by  these  four  affiliated  concerns  is  thus  ])ut  a  small  fraction  of 
the  amount  distributed  by  the  refineries  directly  controlled  by  the 
Standai-d  Oil  Company. 

Section  10.   Territorial  distribntion  of  refined  oil  by  the  Standard  Oil 
Company. 
Sources  of  information. — The  Bureau  of  Corporations  has  two 
main  sources  of  information  as  to  the  geographical  distribution  of 
refined  oil  from  the  Standard  Oil  Company's  refineries: 

(1)  An  outline  map  furnished  by  the  Standard  itself,  purporting  to 
show  the  areas  supplied  from  each  refinery  or  group  of  refineries. 

(2)  Billing  records  of  railroad  companies.  The  Bureau  has  exam- 
ined the  records  of  shipments  of  oil,  usually  for  at  least  one  full  month 
during  1904,  over  most  of  the  railroads  leading  out  from  the  vari- 
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ous  refineries  of  the  Standard  Oil  Compan3%  These  records  show 
the  destinations  of  the  shipments.  While,  as  indicated  above,  ship- 
ments of  gasoline  and  lubricating  oil  particularly,  and  sometimes  also 
of  refined  oil,  are  occasionally  made  from  a  given  refiner}^  to  a  terri- 
tory not  naturally  tributary  to  it,  yet  by  taking  proper  accoupt  of  the 
bulk  of  the  shipments  it  is  possible,  from  these  railroad  records,  to  fix 
the  territories  chiefl}-  supplied  by  the  several  refineries,  especially  with 
refined  illuminating  oil,  quite  closel3^ 

In  geneml,  these  two  sources  of  information  agree  fairly.  The 
map  furnished  by  the  Standard  Oil  Company  was  prepared  during 
1905,  and  was  designed  to  represent  the  conditions  which  prevailed  at 
that  time  or  which  the  company  expected  to  prevail  in  the  future. 
It  did  not  correctly  represent  the  conditions  in  1904 — the  period  more 
particularl}^  investigated  by  the  Bureau — because  the  production  of 
refined  oil  by  the  Neodesha  and  Sugar  Creek  refineries  had  increased 
greatly  from  1904  to  1905,  and  was  still  increasing.  This  map,  in  fact, 
showed  these  two  refineries  supplying  an  enormous  area,  including 
all  of  Kansas,  Nebraska,  Oklahoma,  and  Indian  Territory,  all  except 
a  small  part  of  the  eastern  sections  of  Louisiana,  Arkansas,  Missouri, 
and  Iowa,  most  of  South  Dakota  and  Montana,  and  smaller  parts  of 
Minnesota,  Wyoming,  Texas,  Colorado,  and  New  Mexico.  It  is  doubt- 
ful whether  even  at  the  present  time  (1906)  the  Standard  supplies  all 
this  territory  chiefly  from  the  two  refineries  named,  although  doubt- 
less the  oil  produced  by  them  is  now  shipped*  very^widely.  An 
examination  of  the  shipping  records  of  the  railroad  companies  tak- 
ing oil  out  of  Neodesha  and  Sugar  Creek  shows  that  in  1904  the  area 
largely  supplied  from  these  refineries  was  very  much  smaller. 

Description  of  territories. — Facing  this  page  is  presented  a 
map  prepared  on  the  basis  above  indicated,  showing  the  areas  mainly 
supplied  with  refined  oil  by  the  respective  refineries  of  the  Standard 
Oil  Company  during  1904.  The  relative  importance  of  the  refineries 
themselves,  as  measured  by  the  volume  of  their  domestic  shipments  of 
refined  oil,  is  roughly  indicated  by  the  size  of  the  circles  representing 
the  plants.  The  plants  at  New  York  Harbor  are  treated  as  one,  as  are 
also  the  two  plants  at  Florence,  Colo. 

To  guard  against  error  the  fact  is  here  repeated  that  the  areas 
marked  off  are  only  approximately  accurate  and  that  shipments  are 
often  made  across  the  lines  of  demarcation.  It  is  safe  to  say,  however, 
that  the  great  bulk  of  the  shipments  from  each  refinery  or  group  of 
refineries  are  made  within  the  area  attributed  to  it  on  the  map. 

One  of  the  most  conspicuous  points  brought  out  by  this  map  is  the 
fact  that  the  seaboard  refineries,  despite  their  heavy  domestic  ship- 
ments, do  not  send  oil  very  far  back  into  the  interior.  The  refineries 
in  western  Pennsylvania  and  western  New  York  supply  very  nearly 
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the  entire  area  of  those  States,  their  territory  extending  almost  to  the 
boundaries  of  Philadelphia  and  New  York  City. 

The  movement  of  oil  from  the  seaboard  refineries  is  chiefly  up  and 
down  the  coast.  The  Standard  Oil  Company  takes  advantage  in  large 
measjure  of  water  transportation.  It  ships  oil  by  water  to  points  like 
Poi-tlaiid,  Me.,  Boston,  Providence,  New  London,  Wilson  Point, Conn., 
Kichmond,  Wilmington,  Charleston,  Savannah,  and  Jacksonville; 
whence  the  oil  moves  by  rail  to  nearl)y  territory.  The  area  covered 
by  these  refineries  is  in  the  aggregate  comparatively  small,  but  on 
account  of  the  dense  population  of  parts  of  this  area  the  quantity  of 
oil  delivered  by  them  is  more  than  one-fifth  of  the  total  domestic 
deliveries  of  the  Standard  Oil  Company. 

On  the  map  no  attempt  has  been  made  to  distinguish  between  the 
territories  supplied  from  New  York,  from  Philadelphia,  and  from 
Baltimore.  In  this  respect  the  map  follows  that  furnished  to  the 
Bureau  by  the  Standard  Oil  Company.  The  officers  of  the  company 
stated  that  the  differences  in  the  cost  of  water  transpoi*tation  from 
these  three  centers,  at  least  to  the  more  distant  points  on  the  Atlantic 
8ea>K)ard,  are  not  very  great,  and  that  the  shipments  are  made  more  or 
less  indiscriminately,  according  to  th ".  condition  of  the  stocks  at  the 
several  refineries.  ^ 

The  four  refineries  of  the  Standard  Oil  Company  in  western  Penn- 
sylvania and  western  New  York,  aside  from  supplying  the  immediately 
adjacent  territory,  ship  mostly  toward  the  east,  covering,  besides  most 
of  New  York  and  Pennsylvania,  a  large  part  of  Vermont,  New  Jersey, 
and  Delaware. 

The  Pittsburg  refinery  is  one  of  the  smallest  of  those  operated  by 
the  Standard  Oil  Company,  and  for  the  most  part  supplies  only  its 
immediate  vicinity. 

The  oil  produced  by  the  Cleveland  and  Lima  refineries  is  chiefly 
marketed  in  Ohio,  though  some  parts  of  eastern  Indiana,  eastern 
Michigan,  and  eastern  Kentucky  are  quite  regularly  supplied  by 
these  refineries. 

The  territory  of  the  Parke rsburg  refinery  includes  most  of  West 
Virginia,  part  of  Virginia,- and  eastern  Kentucky.  According  to  the 
map  furnished  by  the  Standard  Oil  Company,  Louisville  and  central 
Kentucky  are  included  in  this  area,  but  this  section  also  receives  oil 
from  Lima,  and  more  extensively  from  Whiting. 

The  area  supplied  by  the  Whiting  refinery  is  enormous.  Up  to 
within  a  few  years,  in  fact,  this  refinery  shipped  oil  over  almost  all  of 
the  United  States  west  of  Ohio,  the  small  refineries  in  Colorado  and 
at  Corsicana,  Tex.,  being  the  only  local  plants  which  then  contributed 
to  the  supply  of  this  territory.  It  is  not  known  to  what  extent  at 
that  time  the  Standard's  refineries  east  of  Whiting  shipped  into  the 
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West  or  into  the  South,  but  it  is  virtually  certain  that  the  Whiting 
refinery  has  for  ten  years  or  more  shipped  more  oil  into  Xhese  secrtions 
than  all  other  plants  combined.  Within  recent  years  the  establishment 
of  refineries  in  Kansas  and  California  and  of  an  additional  refinery  in 
Texas  has  materially  reduced  the  area  supplied  by  the  Whiting  refinery, 
but  the  population  supplied  from  Whiting  has  l>cen  reduced  much  less 
than  the  area.  In  1904  the  Whiting  refinery  covered  most  of  Michigjm, 
the  southwestern  part  of  Ohio,  most  of  Indiana,  half  of  Kentucky, 
the  western  part  of  South  Carolina,  the  larger  part  of  Georgia,  and 
the  larger  part  of  the  territory  west  from  a  line  thus  roughly  indicate 
as  far  as  the  Rocky  Mountains. 

The  territory  supplied  b}^  the  Neodesha  and  Sugar  Creek  refineries 
during  1004:  was  a  sort  of  island  in  the  great  area  covered  by  Whiting, 
including,  at  the  close  of  the  year,  Kansas,  western  Missouri  and 
southwestern  Iowa,  and  Neliraska.  There  were  also  small  shipments 
into  adjacent  States.     This  territory  has  since  been  much  enlarged. 

The  two  Texas  refineries  affiliated  w  ith  the  Standard  Oil  Company 
apparently  supply  the  larger  part  of  the  oil  marketed  by  Standard 
agencies  in  that  great  State.  At  the  present  time  shipments  are  also 
made  from  these  refineries  into  Oklahoma,  Indian  Territory,  Louisiana, 
Mississippi,  Alabama,  Georgia,  Florida,  and,  to  some  extent,  even  to 
more  distant  States.  The  greater  part  of  the  oil  consumed  in  these 
last-mentioned  States  and  Territories,  however,  was  still  supplied  from 
Whiting  in  1904.  On  the  map  the  area  now  partly  supplied  from  the 
Texas  refineries  has  been  included  with  that  of  Whiting,  no  clear  line 
of  distinction  being  possible,  especially  as  Texas  oil  is  often  mixed 
with  that  from  the  North. 

The  Coloi*ado  refineries,  although  small,  supply  a  large  area  in  the 
thinly  settled  mountain  country,  including  most  of  Colorado,  Utah, 
and  Wyoming,  and  considerable  parts  of  New  Mexico,  Montana,  and 
Idaho. 

The  remainder  of  the  western  States,  including  the  entire  Pacific 
coast,  is  now  supplied  with  refined  oil  by  the  Standard  Oil  Company 
almost  wholly  from  its  refinery  near  San  Fi^ancisco.  California  pro- 
duces only  a  limited  quantity  of  naphtha,  so  that  considerable  shij)- 
ments  of  tliat  commodity  are  still  made  into  California  from  the  east- 
ern refineries.  Some  eastern  oils  (fanc}'  brands)  are  also  still  shipped 
to  the  Pacific  coast,  but  the  movement  is  small.  Formerh%  however, 
this  territory  was  all  supplied  from  Whiting  or  more  eastern  plants. 

Section  11.  Location  of  competing  refineries. 

Relative  importance  of  the  Standard  Oil  Company's  compet- 
itors.— In  order  to  understand  the  relative  position  of  the  Standard 
Oil  Company  and  its  competitors  with  respect  to  tninsportation,  it 
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nuist  he  noted  in  the  first  place  that  the  competing  refineries  are  all 
relatively  small.  The  Standard  Oil  Company  produces  from  80  to  90 
per  cent  of  the  illuminating  oil  made  in  the  United  States,  and  supplies 
nearly,  if  not  quite,  as  large  a  percentage  of  the  refined  oil  consumed 
here.  The  comparativel}'^  small  amount  of  oil  remaining  is  not  pro- 
duced b}*^  two  or  three  large  and  powerful  competitors,  but  is  dis- 
tributed among  a  large  number  of  small  concerns.  Disregarding  the 
refineries  in  California  producing  asphalt  rather  than  refined  oil,  and  also 
disregarding  mere  compounding  works,  there  are  about  60  refineries, 
worthy  of  the  name,  in  the  United  States  outside  of  the  Standard  Oil 
Compan3\  The  largest  independent  refineries  in  the  Northern  States, 
such  as  that  of  the  Pure  Oil  Company  at  Philadelphia,  have  a  capacity 
scarcely  greater  than  that  of  the  smallest  of  the  Standard  Oil  Com- 
pany's refineries,  and  not  over  one-twentieth  as  great  as  the  Stand- 
ard's refinery  at  Whiting.  The  Gulf  Refining  Company's  plant  in 
Texas  is  larger  than  that  of  the  Pure  Oil  Company,  but  probably 
produces  less  refined  oil  on  account  of  the  inferiority  of  Texas  crude. 

In  the  second  place,  it  must  be  remembered  that  these  competing 
refineries  are  separate  concerns.  With  one  or  two  exceptions,  no 
petroleum-refining  company  or  firm  outside  of  the  Standard  Oil  Com- 
pany operates  more  than  a  single  refinery.  The  importance  of  this 
fact  in  its  relation  to  the  ability  of  the  independent  refineries  to  com- 
pete with  the  Standard  Oil  Company  is  more  fully  set  forth  elsewhere. 
(See  sec.  12.) 

Geographical  distribution  of  competing  refineries. — The  list 
l>elow  shows  the  location  of  the  principal  independent  or  competing 
refineries  producing  illuminating  oil  in  considerable  quantities  in  1904. 
A  map  is  presented,  showing  the  Northeastern  States,  in  which  most 
of  the  competing  refineries  are  situated.  The  general  location  of  tbe 
other  refineries  is  apparent  from  the  list.  It  will  be  noted  that  in 
1904  there  was  but  one  independent  refinery  in  operation  north  of 
Texas  between  Ohio  and  the  Pacific  coast.  No  pipe  lines  are  shown 
on  this  map.  It  would  be  hopeless  to  attempt  to  show  the  local  pipe 
lines  within  the  oil  fields,  and  the  single  seaboard  pipe  line  operated 
by  independent  interests  is  of  a  peculiar  character,  requiring  special 
explanation. 

The  most  striking  fact  brought  out  b}"  this  map  and  list  is  that  the 
independent  refineries  are  nearly  all  situated  in  or  very  near  the  oil 
fields.  There  are  only  four  independent  refineries  on  the  Atlantic 
seaboard,  those  of  the  Pure  Oil  Company  and  Sun  Company  near 
Philadelphia  and  the  Columbia  Oil  Company  and  Valvoline  Oil  Com- 
pany at  New  York  Harbor.  The  Pure  Oil  Company  plant  began 
operations  only  in  the  latter  part  of  1904,  and  the  others  are  quite 
small. 
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The  great  centers  of  the  competitive  oil-refining  interests  are  in 
western  and  northwestern  Pennsylvania  and  at  Toledo  and  Findlay, 
Ohio.  The  independent  refiners  in  western  Pennsylvania  use 
Appalachian  ci-ude  oil  exclusively.  The  small  refinerie.s  at  Cleveland 
and  Marietta,  Ohio,  also  use  Pennsylvania  oil,  but  those  at  Toledo  and 
Findlay  use  Lima  oil. 

The  competing  refineries  of  the  West  and  the  South  have  as  yet  very 
restricted  markets  for  their  oil,  and  are  of  much  less  importance  in  the 
discuasion  of  transpoilation.  Thus  the  refinery  at  Humboldt,  Kans., 
which  was  in  1004  the  only  independent  plant  in  that  field,  is  so 
small  that  its  output  is  naturally  confined  to  a  very  limited  terri- 
tory. Other  refineries  are,  however,  being  established,  and  the  ques- 
tion of  freight  rates  from  the  Kansas  field  will  l)ecome  of  increasing 
importance.  The  large  refineries  of  the  Gulf  Refining  Company  and 
the  Texas  Company  in  southeastern  Texas  find  their  markets  chiefly  in 
Texas,  Louisiana,  and  foreign  countries,  though  the  Gulf  Company  has 
recently  begun  the  distribution  of  oil  from  Bayonne,  N.  J.,  and  from 
Beverly,  Mass.,  near  l^ston,  delivering  it  to  those  places  b}'  tank 
steamer. 

The  independent  refineries  in  California  are  mostly  very  small,  and  a 
large  proportion  are  found  in  the  vicinity  of  Los  Angeles.  A  large 
number  of  the  refineries  in  California  do  not  make  any  point  of  pro- 
ducing illuminating  oil,  but  oi^erate  chiefly  for  asphalt.  None  of  these 
refineries  attempts  to  do  any  important  business  outside  of  California. 
Indeed,  their  markets  are  mostl}'  confined  to  the  southern  part  of 
California. 

The  following  is  a  list  of  the  leading  independent  refineries  of  the 
United  States  making  illuminating  oil  in  19(4.  A  few  small  concerns, 
each  refining  less  than  10,000  barrels  of  crude  per  year,  have  been 
omitted.  There  are  also  many  establishments  which  do  not  handle 
crude  oil,  but  are  chiefly  engaged  in  compounding  lubricating  oils.  A 
number  of  refineries  were  opened  in  1905,  especially  in  Kansas,  Indian 
Territory,  Texas,  and  California^  but  with  one  or  two  exceptions  these 
are  of  little  importance.'*  It  should  be  added  that  doubts  are  expressed 
in  some  quarters  as  to  how  far  a  few  of  the  concerns  in  this  list  are 
actually  genuine  competitors  of  the  Standard. 


«Tho  following  independent  refineries  began  operations  in  1905  or  1906  in  the 
Kansas-Territory  field:  Muskogee  Oil  Refining  Company,  Muskogee,  Ind.  T.;  Uncle 
Sam  Oil  Company,  Cherryvale,  Kans.;  Paola  Refining  Gnnpany,  Paola,  Kans.; 
8u|>erior  Refining  Company,  Lon^ton,  Kans.;  Sunflower  Oil  Company,  Niotaze, 
Kans. ;  Rollin  Refining  Comjiany,  Rollin,  Kans. 
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PKINCIPAL  INDEPENDENT  REFINERIES  IN  THE  UNITED  STATES,  BY  STATES.  IflOl 


PENNSYLVANIA. 

Bradford: 

Emery  Manufacturing  CJompany. 

Penn  Lubricating  Company. 
Warren  and  Struthers: 

Conewango  Refining  Company. 

Complanter  Refining  Company. 

Glade  Oil  Works. 

Seneca  Oil  Works. 

Superior  Oil  Works. 

United  Refining  Company. 

Warren  Refining  Company. 

Wilburine  Oil  WorkH. 
Clarendon: 

Levi  Smith. 

Tiona  Refining  Company. 
Titusville: 

American  Oil  Works. 

Pennsylvania  Paraffin  Works. 

Titusville  Oil  Works. 
Oil  City: 

Continental  Refining  Company. 

Crystal  Oil  Works. 

Germania  Refining  Company. 

Indei>endent  Refining  Company. 

Penn  Refining  Company. 

Empire  Oil  Works. 
Emlenton: 

Emlenton  Refining  Company. 
Pittsburg,  Allegheny,  Neville  Island,  and 
Coraopolis: 

Waverly  Oil  Works. 

A.  D.  Miller's  Sous  Company. 

Island  Petroleum  Company. 

Canfield  Oil  Company. 

Lake  Carriers'  Oil  Company. 

Pittsburg  Oil  Refining  Company. 
Freedom: 

Freedom  Oil  Works. 
Washington: 

Beaver  Refining  Company. 
Marcus  Hook  (Philadelphia): 

Pure  Oil  Company. 

Sun  Company. 

NEW    YORK. 

Wellsville: 

Wellsville  Refining  Company. 

NEW   JERSEY. 

Constable  Hook: 

Columbia  Oil  Company. 
Edge  water: 

Valvoline  Oil  Company. 


OHIO. 

Cleveland: 

National  Refining  Company. 
Marietta: 

National  Refining  Company. 

Sterling  Oil  Works. 
Findlay: 

National  Refining  Company. 
Toledo: 

Paragon  Refining  Company. 

Sun  Oil  Company. 

Craig  Oil  Company. 

KANSAS. 

Humboldt: 

Webster  Refining  Comjiany. 

TEXAS. 

Port  Arthur: 

Gulf  Refining  Company. 

Texas  Company. 
Houston: 

Southwestern  Oil  Company. 
Corsicana: 

Richardson-Gay  Oil  Company. 

CALIFORNIA. 

Fresno: 

California-Fresno  Oil  Company. 
Fruitvale: 

Pacific  States  Refineries. 
Oakland: 

Paraffin  Paint  Company. 
Stockyards: 

Capitol  Refining  Company. 
Los  Angeles: 

British-Califomian  Oil  Company. 

Densmore-Stabler     Refining     Com- 
pany. 

Hercules  Oil  Company. 

Los  Angeles  Refining  Company. 

Southern  Refining  Company. 

Union  Consolidated  Oil  Company. 
Rodeo: 

Western  Oil,  Refining  and  Manufac- 
turing Company. 
Chino: 

Puente  Oil  Company. 
Santa  Paula: 

Santa  Paula  Oil  Company. 
Obispo: 

Sunset  Oil  and  Refining  Company. 
Oleum: 

Union  Oil  Company  of  California.^ 


oThia  company  in  March,  1904,  ceased  to  make  illuminating  oil. 
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Section  12.  Hatural  advantages  of  the  Standard  Oil  Company  in  transpor- 
tation. 

Advantages  due  to  geographical  distribution  of  refineries. — 
The  great  advantages  which  the  Standard  Oil  Company  enjoys  over 
its  competitors  with  respect  to  transportation  are  undoubtedly  in  part 
the  direct  outgrowth  of  the  enormous  scale  on  which  it  conducts  busi- 
ness and  of  the  favorable  location  of  its  refineries.  They  are  in  some 
degree,  at  least,  natural  advantages.  Disregarding  the  question  of  the 
origin  of  the  power  of  the  Standard  Oil  Company,  and  considering  only 
its  present  position,  the  advantages  which  it  possesses  with  respect 
to  transportation  are  certainly  in  part  independent  of  any  present 
diacrimi  nations  from  railroad  companies. 

In  the  first  place,  the  fact  that  the  Standard  Oil  Company  has  num- 
erous refineries  gives  it  a  marked  advantage  over  the  competitor  who 
has  only  one.  Even  were  it  not  for  the  transportation  of  crude  oil  by 
trunk  pipe  lines  to  long  distances,  and  if  the  refineries  were  all  in  or 
near  the  oil  fields,  by  having  several  refineries  the  Standard  Oil  Com- 
pany would  still  be  nearer  to  many  markets  than  its  competitors. 
Thus,  by  operating  refineries  in  the  oil  fields  of  Pennsylvania,  Ohio, 
Texas,  Kansas,  Colorado,  and  California,  it  could  supply  each  section 
of  the  country  from  the  nearest  plant,  and  could  save  much  in  the  cost 
of  transportation  as  compared  with  a  refiner  restricted  to  a  single  dis- 
tributing point. 

Advantages  due  to  pipe-line  transportation. — This  advantage 
of  location  is,  however,  very  greatly  increased  by  the  use  of  trunk  pipe 
lines  to  transport  crude  oil  to  refineries  much  nearer  to  great  centers 
cf  consumption  than  the  oil  fields  themselves.  The  Standard  operates 
enormous  refineries  at  the  seaboard.  These  are  much  nearer  to  sev- 
eral great  centers  of  population  than  the  majority  of  competing  refin- 
eries, and  they  also  offer  the  advantage  of  water  transportation  to  a 
large  area.  Similarly,  the  Standard's  great  refiner}^  at  Whiting  is  sev- 
eral hundred  miles  nearer  to  the  markets  of  the  West  than  most  of 
the  independent  refineries. 

The  advantage  of  the  locution  of  the  seaboard  refineries,  and  of  the 
Whiting  refiner}^  grows  out  of  the  fact  that  the  cost  of  pipe-line 
transportation  to  them  from  the  oil  fields  is  much  less  than  the  cost  of 
rail  transportation  which  the  competitors  have  for  the  most  part  to  pay 
in  order  to  reach  the  same  points.  The  Bureau  of  Corporations 
has  not  secured  exact  information  as  to  the  cost  to  the  Standard  Oil 
Company  of  transporting  oil  through  its  great  trunk  pipe  lines.  The 
reports  of  the  Prairie  Oil  and  Gas  Company,  which  is  controlled  by 
the  Standard,  show,  however,  that  the  operating  expense  of  transport- 
ing crude  oil  through  the  trunk  pipe  line  from  Humboldt,  Eans.,  to 
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Sugar  Creek,  Mo.,  a  distance  ofabout  117  miles,  is  less  than  1  cent  per 
barrel  of  42  gallons,  and  it  is  highly  probable  that  the  operating 
expense  does  not  increase  proportionately  with  an  increase  of  distance. 
Even  supposing  expense  to  increase  proportionately  with  distance,  the 
operating  cost  of  transporting  oil  from  the  Appalachian  oil  fields  to 
New  York  Harbor,  an  average  distance  of  about  800  miles,  would  still 
be  less  than  3  cents  per  barrel,  if  the  figures  of  the  Prairie  Oil  and 
Gas  Company  may  be  taken  as  typical.  The  cost  of  transporting 
crude  oil  through  the  trunk  pipe  line  from  the  Lima  field  to  Whiting, 
which  is  an  average  distance  of  about  200  miles,  would  be  still  less. 

The  operating  expense  of  a  pipe  line,  however,  is  a  less  important 
element  in  cost  than  interest  and  depreciation  on  the  investment. 
Depreciation  is  exceedingly  difficult  to  compute.  Its  amount  depends 
very  largely  on  the  amount  of  current  expenditure  for  repairs.  It 
appears  to  be  the  general  policy  of  the  Standard  Oil  Company  to  keep 
its  pipe  lines  in  a  high  state  of  efficiency,  by  repairs  and  renewals  paid 
out  of  operating  expenses,  so  that  its  depreciation  charges  would  tend 
to  be  low.  A  further  important  element  in  depreciation  is  the  length 
of  time  during  which  a  given  oil  field  continues  productive  and  con- 
tinues to  furnish  ti*affic  to  the  pipe  line.  If  an  oil  field  is  entirely 
exhausted  in  a  few  years,  the  value  of  the  pipe  line  is  reduced  to  zero, 
except  so  far  as  the  pipes  and  apparatus  can  be  removed  and  used 
elsewhere.  This  factor  in  depreciation  is  of  much  importance  with 
respect  to  local  pipe  lines  collecting  crude  oil  from  the  wells.  It  may 
become  of  great  importance  in  connection  with  the  transportation  of 
Kansas,  Texas,  and  California  oil.  It  is  not,  however,  of  great  sig- 
nificance with  respect  to  trunk  pipe  lines  from  the  Lima  and  Pennsyl- 
vania fields,  for  these  pipe  lines  have  already  been  in  use  many  years, 
and  the  prospect  is  that  they  will  continue  to  be  used  to  nearly  their 
full  capacity  for  many  years  to  come. 

In  view  of  these  circumstances  it  is  probably  a  liberal  estimate  to 
allow  5  per  cent  on  the  investment  for  depreciation  on  the  Standard's 
trunk  pipe  lines  from  the  eastern  fields.  A  further  allowance  of  5  per 
cent  may  be  made  for  interest  on  the  investment  in  computing  a  fair 
cost  of  transportation. 

An  allowance  of  5  per  cent  for  depreciation  and  5  per  cent  for  inter- 
est upon  the  actual  investment  of  the  Prairie  Oil  and  Gas  Company 
in  its  pipe  line  from  Hunil)oldt  to  Sugar  Creek  is  equal  to  about  3J 
cents  per  barrel  of  crude  oil  (42  gallons)  transported  during  the  first 
five  months  of  1905.  But  the  pipe  line  does  not  seem  to  have  been 
used  during  this  period  to  more  than  about  half  its  full  capacity;  and 
its  (Capacity  has  since  been  increased  more  than  one-half  at  a  much 
less  than  proportional  increase  of  investment.  Even  if  the  line  is 
operated  at  considerably  less  than  its  full  capacity,  therefore,  2  cents 
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per  barrel  is  a  sufficient  allowance  for  interest  and  depreciation,  pro- 
vided, of  course,  that  the  oil  fields  continue  to  produce  largely  for  a 
long  period.  As  this  computation  is  intended  merely  as  a  basis  for 
estimating  the  cost  of  piping  oil  in  the  eastern  fields,  the  question  of 
duration  may  be  disregarded.  Assuming  that  the  cost  of  trunk  pipe 
lines  from  the  Lima  and  Appalachian  fields  has  been  the  same  per 
mile  as  the  cost  of  the  Humboldt-Kansas  City  line,  an  allowance  for 
depreciation  and  interest  on  investment  of  6  cents  per  barrel  of  crude 
oil  transported  would  be  sufficient  in  the  case  of  -the  carriage  of  oil 
from  the  Appalachian  field  to  the  seaboard  and  still  less  in  the  case  of 
its  carriage  from  the  Lima  field  to  Whiting. 

A  liberal  allowance  for  the  entire  cost  of  transporting  crude  oil  by 
trunk  pipe  line  from  the  Appalachian  field  to  the  Atlantic  seaboard 
would  not  exceed  10  cents  per  barrel  of  42  gallons,  or  about  one- 
fourth  of  a  cent  per  gallon.  It  is  quite  likely  that  the  cost  is  less  than  8 
cents  per  barrel,  or  about  one-fifth  of  a  cent  per  gallon.  The  cost  of 
piping  from  the  Lima  field  to  Whiting  can  scarcely'  exceed  6  or  7  cents 
per  barrel,  or  one-seventh  to  one-sixth  of  a  cent  i>er  gallon. 

This  estimated  cost  of  transportation  by  pipe  line  is  only  about  one- 
fourth  the  cost  of  rail  transportation  from  the  refineries  of  the  inde- 
pendent concerns  in  these  two  oil  fields  to  the  seaboard  and  to  Chicago 
respectively.  The  freight  rate  from  western  Pennsylvania  refineries 
to  New  York  Harbor  is  almost  exactly  1  cent  per  gallon,  and  to 
Chicago  about  li  cents.  The  f reiirht  rate  from  Toledo,  the  farthest 
west  of  the  important  independent  refining  points,  to  Chicago  is  about 
three-fourths  of  a  cent  per  gallon.  The  efi'ect  of  the  relations  of 
freight  rates  to  the  cost  of  pipe-line  transportation  is  more  fully  dis- 
cussed in  chapters  on  particular  sections  of  the  countr3\ 

The  advantage  whicli  the  Standard  Oil  Company  possesses,  by  reason 
of  its  practice  of  transporting  crude  oil  from  the  field  to  distant 
refineries  by  means  of  pipe  lines,  may  be  considered  in  part  a  natural 
advantage  due  to  its  enormous  ciipital;  but  the  fact  that  the  compet- 
itors of  the  Standard  do  not  avail  themselves  of  similar  advantages  is 
itself  in  part  attributable  to  the  competitive  methods  of  the  Standard 
and  the  policy  of  the  railroads. 

IV.  DISCRIMINATION  BETWEEN  STANDARD   AND  COMPETinVE 

SHIPPING  POINTS. 

Section  13.  Adoption  of  the  policy  of  discrimination  between  places,  and 

its  general  significance. 

In  the  days  before  the  passage  of  the  Interstate  Commerce  Act  the 

Standard  could,  and  did,  secure  advantages  over  it«  competitors  ))y 

actually  direct  discriminations.     It  got  lower  rates  tlian  independent 
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refiners  on  shipments  from  the  same  points  of  origin  to  the  same  des- 
tinations. These  direct  discriminations  were  usually  brought  about 
by  the  payment  of  rebates.  The  Interstate  Commerce  Act  settled  the 
illegality  of  such  direct  discriminations  in  respect  to  interstate  busi- 
ness; in  many  States,  also,  legislation  has  made  them  unquestionably 
illegal  on  intrastate  business.  But  the  Standard  could  secure  similar 
great  advantages  by  obtaining  rates  from  the  points  where  it  alone 
made  shipments  relatively  much  lower  than  those  from  the  shipping 
points  of  its  competitors. 

The  success  of  this  policy  of  discrimination  between  points  of  ship- 
ment is  dependent  largely  upon  the  fact  that  a  great  proportion,  of  the 
traffic  of  the  Standard  Oil  Company  originates  at  places  where  inde- 
pendent refiners  have  no  plants  or  only  unimportant  plants.  It  has 
l>een  seen  that  it  supplies  more  than  seven-tenths  of  the  oil  which  it 
distributes  in  the  United  States  from  its  great  refineries  at  the  seaboard 
and  near  Whiting,  and  that  there  arc  few  competitive  oil  shippers  at 
the  seaboard,  and  none  in  the  vicinity  of  Whiting.  The  Standard  Oil 
Company  has  dismantled  many  refineries  which  it  formerly  operated 
in  the  oil  regions  of  Pennsylvania  and  Ohio,  and  has  not  materially 
increased  the  output  of  some  of  the  others  in  the  same  territory. 

Where  a  refinery  of  the  Standard  Oil  Company  is  decidedly  nearer 
to  a  given  market  than  the  refineries  of  its  competitors,  the  former 
may  ordinarily  be  expected  to  get  lower  rates.  The  Standard,  in  that 
case,  has  an  advantage  even  though  the  railroads  do  not  depart  from 
the  general  principles  of  rate-making.  For  example,  on  shipments 
directly  west  from  Whiting  the  Standard  Oil  Company  has  a  natural 
advantage  over  its  leading  competitors,  the  nearest  of  which  are  at 
Toledo.  Although  even  in  such  cases  the  Standard  may  demand  rates 
even  more  favorable  than  its  location  would  justify,  it  has  less  motive 
for  demanding  specially  discriminating  rates  than  where  the  Standard 
shipping  point  has  no  such  geographical  advantage,  or  has  little  such 
advantage,  or  even  a  normal  disadvantage.  For  instance.  Whiting  is 
no  nearer  to  the  South  Central  States  than  Toledo  or  Cleveland,  and  in 
order  to  gain  the  advantage  which  it  desires  the  Standard  Oil  Company 
has  secured  extraordinarily  discriminator}^  rates  into  that  territorv. 

Precisely  because  there  are  territories  with  respect  to  whi(;h  the 
Standard  Oil  Company  has  a  natural  geographical  superiority,  the 
company  is  often  in  a  position  to  bring  great  pressure  to  bear  upon 
the  railroads  to  favor  it  with  low  rates  into  territories  in  which  it  has 
no  normal  advantage.  It  can,  for  example,  say  to  a  railroad:  If  j^ou 
will  give  us  low  rates  from  Whiting  to  the  South  and  Southwest,  we 
will  offer  you  large  traffic  from  Whiting  to  the  West ;  if  you  do 
not,  we  will  divert  our  western  shipments  as  much  as  possible  to  com- 
peting railroads.  Officers  of  railroad  companies  have,  in  several 
instances,  admitted  to  the  Bureau  of  Corporations  that  the  rates  which 
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they  have  given  to  the  Standard  Oil  Company  on  shipments  to  certain 
points  have  been  almost,  if  not  quite,  un remunerative,  and  that  such 
low  rates  would  not  have  been  made  except  as  a  condition  of  obtaining 
more  profitable  traffic  elsewhere.  The  location  of  the  Standard  Oil 
Company's  refineries  in  relation  to  many  leading  railroad  systems  is 
such  that  pressure  of  this  sort  can  be  exercised  very  extensively. 

It  makes  a  considerable  difference  whether  a  discrimination  between 
shipping  points  is  made  by  a  single  railroad  company  or  by  two  sep- 
arate railroads.     This  point  may  be  illustrated  by  a  diagram: 


Suppose  A  to  be  a  refining  point  of  the  Standard  Oil  Company,  B 
a  competing  refining  point,  and  C  a  market  about  equally  distant  from 
each  refinery.  If,  now,  a  single  milroad  reaches  all  three  of  these 
points,  and  if  that  railroad  makes  a  materially  lower  rate  from  A  to  C 
than  from  B  to  C,  the  discrimination  is  clear  and  obvious.  It  could 
arise  only  from  an  unfair  motive. 

But  if  the  railroad  from  A  to  C  is  different  from  the  railroad  from 
B  to  C,  there  might  be  a  material  difference  in  the  two  rates  without 
any  conscious  purpose  on  the  part  of  either  milroad  to  unfairly  favor 
the  Standard  Oil  Company.  If  neither  railroad  were  influenced  in  its 
policy  by  shipments  other  than  those  from  A  and  B,  respective^,  to 
C,  there  would,  at  least  ordinarily,  be  no  other  motive  which  could 
lead  it  to  discriminate  in  favor  of  the  Standard. 

But,  as  has  just  been  stated,  an  unfair  motive  may  arise  on  the  part 
of  either  railroad  if  it  handles  traffic  for  the  Standard  to  other  less 
competitive  points.  Such  a  motive  may  exist  on  the  part  of  both  of 
the  railroads  in  the  illustration  given.  For  instance,  it  would  tend  to 
show  that  the  railroad  from  the  Standard  shipping  point  A  was  deliber- 
ately discriminating  in  favor  of  the  Standard  Oil  Company,  if  it  were 
found  that  the  rate  from  A  to  C  was  relatively  much  lower  than  the  rate 
made  by  the  same  railroad  from  A  to  D,  a  point  with  respect  to  which 
the  Standard  had  a  natural  advantage  b}^  reason  of  its  location.  It 
would  also  tend  to  show  that  the  milroad  from  B  to  C  had  been  actuated 
by  an  unfair  motive  in  fixing  a  high  rate  on  the  oil  shipped  by  the 
Standard's  competitor,  if  it  were  found  that  the  same  railroad  had  a 
relatively  much  lower  rate  from  E,  another  shipping  point  of  the 
Standard  Oil  Company  on  its  tmeks,  to  C,  or  even,  provided  it  did  not 
reach  C  from  E,  a  much  lower  rate  from  E  to  F,  an  entirely  different 
market. 
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As  a  matter  of  fact,  both  of  the  sets  of  conditions  illustrated  by  the 
above  hypothesis  exist  frequently  in  the  making  of  oil  rates.  Some- 
times a  single  railroad  makes  a  discrimination  between  Standard  and 
independent  shipping  points;  thus  the  Michigan  Central  Railroad  has 
until  recently  made  relatively  lower  rates  from  Whiting  than  from 
Toledo  to  points  in  Michigan.  In  other  cases  the  discrimination  is  by 
two  railroads;  thus  the  railroads  which  make  low  rates  from  Whiting 
to  East  St.  Louis  are  of  different  systems  from  those  which  make  high 
rates  from  Toledo  and  Cleveland  to  that  destination.  But  the  same 
railroads  which  make  the  low  rates  from  Whiting  to  East  St.  Louis 
charge  much  higher  rates  for  shorter  distances  from  Whiting  to  upper 
Mississippi  River  crossings  like  Rock  Island. 

In  comparing  rates  from  the  shipping  points  of  the  Standard  Oil 
Company  with  those  from  independent  refineries  it  is  essential  to  note 
in  each  case  how  far  the  rate  in  question  is  actually  used  by  the  Stand- 
ard Oil  Company.  It  appears  in  some  instances  that  the  rate  from  a 
Standard  shipping  point  to  a  given  destination  is  as  high  as,  or  even 
higher  than,  the  rate  from  a  competitive  shipping  point;  but  on  further 
examination  of  such  cases  it  is  often  found  that  the  particular  point 
or  territory  is  not  supplied  by  the  Standard  from  the  refinery  under 
comparison,  but  from  some  entirely  different  refinery  from  which  the 
rates  are  more  favorable. 

There  are  several  cases  where  the  open  rates  are  such  as  to  lead  to 
the  expectation  that  the  Standard  Oil  Company  would  supply  a  given 
market  from  a  certain  refinery  which  has  no  advantage  in  rates  over 
those  of  competitors,  but  where  as  a  matter  of  fact  the  Standard 
brings  its  oil  from  a  different  refinery,  at  a  greater  distance,  using 
secret  rates  not  known  to  the  competitors. 

As  already  suggested,  moreover,  in  comparing  rates  due  regard 
must  be  paid  to  the  proportion  of  the  shipments  into  a  given  territory 
which  are  made  from  the  several  refineries  of  the  Standard  Oil  Com- 
pany. It  can  afford  to  pay  the  same  high  rntes  as  independent  ship- 
pers on  part  of  the  oil  shipped  to  a  given  market  if  the  larger  part 
of  its  shipments  to  that  market  are  made  on  lower  rates  from  another 
plant. 

Section  14.  Principles  for  determining^  the  reasonableness  of  railroad  rates. 
Since  a  large  part  of  the  present  report  consists  of  comparisons 
J)etween  the  rates  on  petroleum  products  from  the  shipping  points  of 
theStandard  Oil  Company  and  from  the  shipping  points  of  competitors, 
it  is  essential  to  present  some  general  considerations  as  to  the  proper 
basis  for  criticising  rates,  to  determine  whether  the  adjustments  are 
fair  or  unfair.  The  considerations  which  may  legitimately  affect  the 
making  of  rates  are  so  complex  that  a  mere  offhand  comparison  of 
rates  may  readily  be  misleading; 
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Relation  of  distance  to  rates. — While  under  certain  conditions 
it  is  just  and  proper  that  distance  should  bo  to  a  considerable  degree 
disregarded  in  the  making  of  railroad  rates,  it  is  obviously  a  factor 
which  should  not  be  entirely  ignored.  In  any  given  territory  rates 
from  different  shipping  ix)ints  ought  to  bear  the  same  relation  to  dis- 
tance, unless  special  and  justifiable  reasons  exist  to  the  contrary. 

Kates  are,  of  course,  never  made  in  direct  proportion  to  distance. 
The  longer  the  haul,  under  normal  conditions,  the  lower  the  rate  per 
mile.  The  rate  for  a  haul  of  200  miles  is  usually  not  more  than  one 
and  one-half  times  as  great  as  the  rate  for  a  haul  of  100  miles  in  the 
same  territory.  This  principle  should  be  constantly  borne  in  mind  in 
considering  the  comparisons  of  rates  and  distances  presented  in  this 
report.  It  rests  on  two  main  grounds — first,  the  actual  cost  of  handling 
the  business  is  relatively  greater  on  short  than  on  long  hauls,  because 
the  expenses  of  originating  and  terminating  the  shipment  and  of  the 
accounting  in  connection  with  it,  which  are  often  very  important  items, 
are  Uvsually  about  as  great  for  a  short  haul  as  for  a  long  one;  in  the 
second  place,  relatively  lower  rates  must  oft^n  be  made  for  long  hauls 
in  order  to  move  the  business  at  all. 

LOCAL  FIFTH-CLASS  RATES  ADOPTED  BY  THE  CENTRAL  FREIGHT  ASSOCIATION. 
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As  an  illustration  of  this  principle,  the  accompan^^ing  table  and 
diagram  show  for  each  25  miles  of  distance  the  local  fifth-class  rates 
adopted  by  the  Centnil  Freight  Association,  which  includes  the  rail- 
ways in  the  territoiy  north  of  the  Ohio  River  from  Buffalo  and  Pitts- 
burg to  Chicago  and  St.  Louis.  This  distance  table  is  not  followed 
by  the  railroads  absolutely  in  all  cases,  even  in  making  class  rates, 
but  is  intended  to  be  applied  to  local  business  unless  there  is  some 
special  reason  for  departing  from  it.  It  will  be  observed  that  the 
rate  per  hundred  pounds  increases  much  less  rapidl}'^  than  the  distance; 
while  the  distance  is  multiplied  by  twenty,  the  rate  is  multiplied  by 
about  three.  The  rate  per  ton  i^er  mile  diminishes  very  rapidly  with 
the  increase  of  distance  for  the  first  hundred  miles,  and  even  beyond 
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100  miles  the  rate  per  ton  per  mile  diminishes  considerably  for  each 
ncrease  of  25  mileij.  For  a  distance  of  25  miles  the  rate,  equals  4.4 
*ents  per  ton  per  mile;  for  a  distance  of  525  miles  it  is  only  0.69  cent. 
The  terminal  and  accounting  expenses  may,  perhaps,  be  assumed  to  be 
I  little  more  than  covered  by  the  minimum  charge.  Under  the  Cen- 
:ral  Freight  Association  scale  the  I'ate  for  a  distance  of  5  miles  or  less 
s  4  cents  per  hundred  pounds;  if  this  amount  be  subtracted  from 
iach  of  the  rates  shown  in  the  table  the  remaining  portions  of  the 
rate«,  representing  essentially  the  compensation  for  carriage  proper, 
^ill  be  much  more  nearly  proportional  to  the  distance. 

In  comparing  different  mtes  on  the  basis  of  distance  due  regard 
nust  be  given  to  differences  in  the  volume  of  traflSc.  Rates  are  nat- 
irally  higher  in  a  sparsely  populated  territory',  where  general  traffic 
s  light,  than  in  a  territory  of  dense  population  and  heavy  traffic.  This 
principle  does  not  mean,  however,  that  the  large  shipper  should  be 
y'lven  a  lower  mte  than  the  small  shipper  because  of  the  large  volume 
>f  business  which  he  offers. 

Again,  in  comparing  rates  from  different  shipping  points  account 
Bust  naturally  be  takefl  of  differences  in  the  cost  of  service  due  to 
lissiuiilarity  in  conditions.  Here  again,  however,  public  policy  will 
lot  justify  the  giving  of  lower  rates  to  the  large  shipper,  even,  if  it 
*osts  perhaps  a  trifle  less  per  unit  to  handle  his  shipments  than  those 
)f  a  competitor. 

An  important  exception  to  the  principle  of  fixing  rates  with  refer- 
ence to  distance — an  exception  which  has  been  recognized  by  law  as  an 
economic  necessity — arises  where  mil  carriers  come  into  competition 
iirith  water  carriers.  The  law  permits  the  railroads  to  make  lower  rates 
For  longer  hauls  than  for  shorter  hauls  (the  short  haul  being  included 
n  the  long  haul  and  in  the  same  direction),  when  necessary  to  enable 
:hem  to  meet  water  competition.  The  argument  of  water  competition 
s,  however,  sometimes  used  to  justify  low  rates  to  points  where  there 
s  actually  no  water  competition.  Competition  between  railroads 
hemselvos,  where  there  is  no  water  route,  is  also  held  to  justify 
charging  less  for  the  longer  haul  than  for  the  shorter  included  haul. 

The  modifications  of  the  principle  of  distance  in  rate-making  which 
lave  so  far  been  mentioned  are  general  in  character,  and  usually  apply 
ilike  with  respect  to  all  kinds  of  commodities.  Class  rates  are 
idjusted  mainly  on  the  basis  of  distance  as  modified  b}"  these  general 
conditions.  A  more  important  modification  of  the  distance  principle 
irises,  however,  in  actual  practice,  where  rates  on  special  commodities 
nust  be  adjusted  to  meet  pr^rticular  market  conditions.  This  is  the 
principle  of  the  commodity  rate.  Its  purpose  is  to  enable  producers 
in  different  territories  to  compete  with  some  degree  of  equalit}^  in  the 
leading  markets.  Such  ^•commodity  raters ''  apply  on  a  very  large  pro- 
portion of  the  railroad  tonnage. 
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This  principle  of  the  commodity  rate  doubtless  justifies,  at  least  in 
part,  some  of  the  disparities  between  the  rates  on  oil  in  I'elation  to  dis- 
tance. But  it  is  a  poor  rule  that  does  not  work  both  ways.  If,  on  the 
principle  of  the  equalization  of  competitive  conditions,  rates  from  a 
Standard  shipping  point  to  a  given  territory'  are  made  relatively  lower 
than  the  rates  from  a  competing  refinery  which  is  nearer  to  that  terri- 
tory, then  the  competitor  should  be  given  relatively  lower  rates  to 
other  markets  which  are  farther  from  his  shipping  point  than  from 
that  of  the  Standard  Oil  Company. 

For  the  reasons  above  stated,  in  making  comparisons  of  rates  in 
connection  with  distances,  conclusions  should  not  be  drawn  from  iso- 
lated instances,  nor  from  a  limited  number  of  instances.  But  if  a  large 
number  of  cases  covering  all  the  leading  sections  of  the  country  be 
taken,  and  if  it  be  found  that  the  rates  from  the  shipping  points  of  the 
Standard  Oil  Company  are,  in  many  instances,  decidedly  lower,  in 
proportion  to  distance,  than  the  rates  from  independent  shipping 
points,  while  in  few  if  any  instances  the  rates  from  independent  ship- 
ping points  are  relatively  lower  than  from  Standard  shipping  points, 
it  must  be  concluded  that  the  railroads  are  discriminating  in  favor  of 
the  Standard.  Such  uniform  one-sidedness  in  the  adjustment  of  rates 
could  not  be  attributed  to  the  operation  of  any  one  or  all  of  the  prin- 
ciples which  justify  departure  from  the  genei*al  basis  of  distance. 

Ci-Ass  RATES  AS  A  BASIS  OF  COMPARISON. — As  has  just  been  sug- 
gested, all  the  considerations  which  may  properly  lead  to  departure 
from  the  distance  basis  apply  to  class  rates,  except  the  consideration 
of  equalizing  market  conditions.  To  be  sure,  water  competition  may 
sometimes  affect  rates  on  certain  special  commodities  without  affecting 
those  on  the  classes  in  general.  But  this  is  not  usually  true.  If, 
therefore,  the  rates  on  oil  be  compared  with  class  rates  between  the 
same  points,  the  effect  of  considerations  other  than  the  equalization  of 
market  conditions  is  largely  eliminated,  and  attention  may  be  centered 
on  the  one  question,  how  far  the  principle  of  equalizing  competition 
justifies  the  relations  found  to  exist  between  the  rates  from  the  Stand- 
ard's shipping  points  and  those  from  competing  refineries.  The  pres- 
ent report,  therefore,  contains  many  tables  comparing  the  rates  on  oil 
from  Standard  and  from  independent  shipping  points  on  the  basis  of 
the  class  rates  from  the  same  places  to  the  same  destinations.  The 
comparison  in  the  territory  covered  by  the  Oflicial  Classification  is 
made  on  the  basis  of  the  fifth-class  rates,  which  are  the  nearest  to 
the  oil  rates  charged  to  independent  refiners.  In  tlie  territory  of  the 
Western  Classification  the  comparison  is  also  in  some  cases  on  the  basis 
of  the  fifth-class  rates,  which  are  very  often  applied  on  oil  or  are 
nearest  to  oil  rates,  though  in  the  Southwest  comparison  is  in  many 
cases  made  with  much  lower  lettered  classes,  the  rates  on  which  cor- 
respond more  closely  with  the  commodity  oil  rates  which  apply  to 
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much  of  this  territory.    In  the  territory  of  the  Southern  Classification 
the  comparison  is  on  the  basis  of  the  sixth-class  rates,  which  are  them 
selves  sometimes  directly  applied  on  oil,  and  which  are  the  nearest  to 
the  commodity  rates  charged  to  independent  refiners. 

In  considering  such  comparisons  it  must  constantly  be  borne  in 
mind  that  'SO  far  as  shipments  to  any  single  market  are  concerned  the 
principle  of  the  commodit}'^  rate  may  sometimes  fairly  justify  a  rate 
lower,  as  compared  with  the  class  rate,  from  the  Standard  shipping 
point  than  from  the  competitive  shipping  point.  It  is  not  to  be 
assumed  that  oil  ought  always  to  be  carried  on  class  rates,  or  that  the 
oil  rates  should  always  bear  the  same  relation  to  class  mtes.  But  in 
any  important  instance  where  there  is  a  difference  between  the  Stand- 
ard and  the  independent  shipping  point,  in  the  relation  of  the  oil  rate 
to  the  class  rate,  some  good  reason  must  be  made  to  appear  if  the  rates 
are  to  be  considered  fair  and  just.  If  the  comparison  of  oil  rates  with 
class  rates  for  large  numbers  of  shipping  points  and  points  of  destina- 
tion shows  quite  uniformly  that  the  rates  from  the  Standard  refineries 
are  relatively  lower,  as  compared  with  class  rates,  than  the  rates  from 
the  competing  refineries,  this  condition  must  obviously  be  attributed  to 
widespread  discrimination. 

The  question  is  not  merely  whether  the  independent  shipper  of  oil 
in  the  Northern  States,  for  example,  pa^'s  more  than  the  tifth-chiss  rate 
and  the  Standard  Oil  Company  less  than  the  fifth-class  rate,  though  as 
a  matter  of  fact  that  condition  often  appears.  The  question  is  rather 
whether  the  oil  rates  bear  the  same  relation  to  the  fifth-class  rate. 
Both  the  Standard  and  the  independent  shipper  may  pay  less  than  the 
fifth-class  rate,  or  both  may  pay  more,  but  the  difference  between  the 
oil  rate  and  the  fifth-class  rate  may  be  more  favorable  to  the  Standard 
than  to  its  competitor. 

The  comparisons  of  oil  rates  made  by  the  Bureau  of  Corporations, 
both  on  the  basis  of  distance  and  on  the  basis  of  class  rates,  have  been 
comprehensive.  There  has  been  no  selection  of  particular  territories 
for  consideration.  In  selecting  individual  points  of  shipment  or  of 
destination  for  comparison  the  only  basis  has  been  that  of  the  impor- 
tance of  the  points  with  respect  to  the  volume  of  traffic.  The  Bureau 
has  investigated  the  rates  to  a  much  larger  number  of  points  than 
are  covered  by  the  tables  presented  in  this  report.  For  the  sake 
of  condensation  the  less  important  places  have  been  omitted,  but  the 
rates  to  the  points  shown  are  closely  typical  of  the  conditions  with 
respect  to  all  points  in  the  territories  investii»:ated,  and  these  terri- 
tories cover  a  very  large  proportion  of  the  United  States.  In  some 
sections  where  there  is  apparently  no  important  discrimination  in  rates 
tabular  comparisons  are  omitted,  but  the  text  aims  to  show  the  fact, 
whether  the  rates  be  fair  or  otherwise. 
H.  Doc.  812. 59-1 7 
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Section  15.  Prorating,  or  the  making  of  joint  through  rates. 

Much  will  be  said  in  this  report  about  prorating  or  refusing  to  pro- 
rate on  oil.  To  prorate  is  to  join  with  another  railroad  in  making  a 
through  rate,  for  a  haul  which  covers  parts  of  both  lines,  less  than 
the  sum  of  the  local  rates  between  the  same  points. 

The  general  principle  is  that  long  hauls  should  be  charged  relativel}' 
less  than  short  hauls,  especially  where  necessary  to  meet  competition. 
For  this  purpose  two  or  more  railroads  put  their  lines  together  as  if 
they  were  one  system. 

Though  there  are  some  important  exceptions,  for  example  that  of 
the  southern  railroads  in  usually  refusing  to  join  in  through  rates 
between  points  north  and  points  south  of  the  Ohio  River,  railroads  in 
this  country  have  ver}^  commonly  made  through  rates  on  long  hauls  of 
most  commodities.  Through  rates  are  named  in  tariffs  of  the  initial 
line.  In  other  cases  they  are  provided  for  b}'  means  of  differentials— 
that  is,  a  given  point  i^  taken  as  a  basis  and  the  rates  from  another 
point  or  group  of  points  are  made  by  adding  a  certain  amount  or  per- 
centage to  the  rates  from  the  basing  point. 

In  several  very  important  cases  railroads  and  groups  of  railroads 
which  prorate,  or  join  in  through  rates,  on  almost  all  other  articles 
have  refused  to  do  so  on  oil,  or  have  done  so  only  on  oil  coming  from 
certain  points.  These  arrangements  with  regard  to  prorating  or  non- 
prorating  on  oil  are  usuall}^  highly  discriminatory,  and  have  greatly 
benefited  the  Standard  Oil  Company  at  the  expense  of  its  competitors. 

Section  16.  Distances  reached  by  Standard  and  its  competitors  on  given  rates. 

The  body  of  this  report  contains  numerous  tables  showing  the  dis- 
crimination in  the  rates  from  Standard  shipping  points  and  from  the 
shipping  points  of  its  competitors,  respectively.  Such  discrimination 
is  particularly  marked  in  the  case  of  Whiting,  which  is  the  most 
important  refinery  of  the  Standard  Oil  Company  from  the  standpoint 
of  distribution  in  the  United  States.  The  tables  show  that  in  most 
cases  throughout  a  large  part  of  the  United  States  the  rates  from 
Whiting  are  lower  per  ton  per  mile  than  the  rates  from  competing 
refining  points. 

These  differences  in  rates  may  be  illustrated  in  another  manner  by 
comparing  the  maximum  distances  which  can  be  reached  on  the  basis 
of  a  given  rate  from  Whiting  with  the  maximum  distances  which  can 
be  reached  from  competing  refining  points  on  the  same  rate.  For  con 
venience,  this  comparison  has  been  confined  to  Toledo,  the  nearest 
independent  refining  point  to  Whiting,  but  essentially  the  same  results 
would  appear  from  a  comparison  of  Whiting  with  Cleveland,  Pittsburg, 
or  any  other  independent  refining  point.  It  is  proper  to  confine  this 
comparison  between  Whiting  and  Toledo  to  territory  in  which  these 
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two  refining  pomts  might  nonnally  come  into  competition — that  is  to 
say,  there  is  no  reason  for  comparing  the  rates  from  Whiting  to  points 
east  of  Toledo  with  the  rates  from  Toledo  to  such  points,  for  the  rea- 
son that  the  Standard  has  no  occasion  to  ship  from  Whiting  far  toward 
the  East,  because  it  has  other  refineries  to  supply  that  territory. 

This  comparison  of  maximum  distances  which  can  be  covered  on 
given  rates  from  Whiting  and  from  Toledo  is  shown  in  the  accompany- 
ing maps  and  diagrams.  The  maps  show  the  farthest  points  in  each 
direction  which  could  in  1904  be  reached  on  a  rat«  of  8  cents,  13  cents, 
18  cents,  and  23  cents,  respectively. 

In  some  cases  the  actual  rate  to  a  given  point  is  somewhat  less  than 
the  rate  designated  by  the  map  on  which  it  appears.  For  example, 
Duluth  appears  on  the  23-cent  map,  though  a  shipment  may  be  made 
from  Whiting  to  Duluth  for  20  cents  per  hundred.  In  two  or  three 
instances,  to  avoid  gaps,  rates  one-half  cent  higher  than  indicated  have 
been  used.  The  distances  shown  in  the  diagrams  are  approximate  air- 
line distances,  not  those  by  the  shortest  rail  route. 

It  should  be  distinctly  understood,  in  studying  these  maps,  that  the 
rates  to  the  points  shown,  in  many  cases,  do  not  apply  to  nearer  points 
in  the  same  direction  from  the  same  refinery.  On  oil,  as  on  many 
other  commodities,  the  rates  are  often  higher  for  shorter  hauls  than 
for  longer  hauls,  even  over  the  same  route.  It  is  absolutely  impos- 
sible to  mark  off  any  given  area  and  say  that  within  this  area  ship- 
ments can  be  made  from  a  given  point  at  not  more  than  a  given  rate. 
The  maps  show  merel}'^  the  farthest  point  which  can  be  reached  on  a 
given  rate  regardless  of  the  rates  to  nearer  points  in  the  same  direction. 

Tliis  characteristic  of  the  maps  and  diagrams,  however,  does  not 
deprive  them  of  conclusive  force.  It  appears  from  them  that  in  nearly 
every  case  shipments  in  a  given  direction  from  Whiting  can  be  made 
to  a  farther  distance  on  the  rates  selected  than  can  be  made  from 
Toledo  in  the  same  direction  on  the  same  rate.  If  this  holds  true  very 
generally  of  the  maximum  distances  it  would  be  safe  to  assume  that  it 
would  hold  true  broadly  if  all  points  to  which  the  same  rates  applied 
were  compared  on  the  map,  even  were  this  not  known  from  the  detailed 
tables  in  the  body  of  the  report  to  be  substantially  true. 

It  may  be  objected  that  had  other  rates  than  8,  13,  18,  and  23  (»ents 
been  selected  it  might  be  found  that  the  maximum  distances  to  which 
shipments  could  be  made  from  Whiting  and  from  Toledo  would  bear 
different  relations.  This  hypothesis,  however,  is  also  substantially 
disproved  by  the  detailed  tables  in  the  report. 

In  comparing  these  maximum  distances  from  W^hiting  and  from 
Toledo  it  should  be  borne  in  mind  that  on  shipments  directly  west 
from  W'hiting  the  rates  on  oil,  as  on  other  commodities,  are  relatively 
higher  than  the  itites  in  the  territory  lying  nearer  to  Toledo;  in  other 
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words,  one  would  normal  I  \^  expect  that  shipments  could  be  made 
greater  distances  from  Toledo  toward  the  west  than  they  could  from 
Whiting  toward  the  west,  on  a  given  rate.  A  fairer  comparison  can 
be  made  with  respect  to  the  rates  from  Whiting  and  Toledo  toward 
the  south  and  north,  since  both  refineries  in  that  case  ship  into  sub- 
stantially the  same  territories. 

A  glance  at  the  maps  will  show  that  very  generally  on  shipments 
toward  the  north,  south,  and  even  toward  the  southwest,  the  Standard, 
shipping  from  Whiting,  can  go  much  farther  than  the  independent 
shipping  from  Toledo,  on  the  same  rate. 

The  diagrams  illustrate  this  point  more  shai-ply.  They  have  been 
made  out  substantially  by  superimposing  Toledo  upon  Whiting.  They 
show  the  result  which  would  appear  if  a  transparent  map  of  the  dis- 
tances which  can  be  reached  from  Toledo  on  a  given  rate  were  placed 
over  a  similar  map  from  Whiting,  so  that  Toledo  would  rest  upon 
Whiting,  or  vice  versa.  The  black  lines  drawn  out  from  the  given 
center  show  the  distances  reached  in  a  given  direction  from  Toledo, 
and  the  red  lines  the  distances  reached  toward  the  same  point  of  the 
compass  from  Whiting.  It  will  be  seen  that  with  respect  to  each  of 
the  rates  the  red  lines  are  in  most  directions  decidedly  longer  than  the 
black  lines. 

The  most  conspicuous  case  of  such  disparity  appears  in  the  23-cent 
rate.  Whiting  can  ship  all  the  way  to  New  Orleans  and  neighboring 
points  on  the  23-cent  rate  while  the  Toledo  retiner  can  barely  cross  the 
Ohio  River  on  that  rate. 

V.  SECRET  BATES,  AND  THE  MANNER  OF  ARRANGING  THEM. 

Section  17.  Importance  of  secret  rates  and  evidence  as  to  their  secrecy. 

Itate  discriminations  between  the  shipping  points  of  the  Standard 
Oil  Company  and  the  shipping  points  of  competitors  are  sometimes 
open,  sometimes  secret.  A  discrimination  is  open  where  the  rates  are 
made  to  read  from  normal  points  of  origin  and  })y  normal  routes  and 
(1)  where  they  are  duly  tiled  wnth  the  Interstate  Commerce  Commis- 
sion and  posted  in  the  offices  of  local  agents  for  public  inspection, 
as  required  by  the  Federal  law  with  respect  to  interstate  business; 
or  (2)  where  they  are  duly  filed,  posted,  or  published  as  required  by 
the  laws  of  such  States  as  have  provisions  of  this  character  with  respect 
to  business  within  their  borders;  or  (3)  where  in  the  absence  of  statu- 
tory requirements  the  rates  are  still  published  or  posted  in  such  a  way 
as  to  be  readily  accessible  to  all  shippers.  For  convenience,  the  open 
rates  are  usually  referred  to  simply  as  published  rates  or  as  tariff  rates. 

It  is  sometimes  a  matter  of  considerable  difficultv  to  prove  whether 
a  given  rate  is  actually  secret  or  not.  Of  course,  there  would  be  no 
question  on  this  point  if  the  railroad  company  charged  one  shipper, 
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such  as  the  Standard  Oil  Company,  a  lower  rate  than  it  charged  another 
shipper  from  the  same  point  of  origin  to  the  same  destination;  but 
where  the  rate  is  made  from  a  shipping  point  which  only  one  shipper 
has  either  used  or  sought  to  use,  the  question  is  more  difficult. 

A  rate  must  ordinarily  bo  presumed  to  be  open  if  the  requirements 
of  the  State  or  Federal  law  with  regard  to  posting  and  filing  it  have 
been  strictly  followed,  even  though  it  may  never  have  actually  come 
to  the  attention  of  more  than  a  single  shipper.  If,  however,  it  should 
be  proved  that  a  railroad  company,  although  it  had  regularly  filed  and 
posted  a  rate  so  that  it  might  have  been  discovered  b}^  the  shipper  on 
personal  inspection,  had  yet  uniformly  or  f requentl}^,  when  asked, 
quoted  a  higher  rate  to  some  shippers,  the  presumption  would  be  that 
it  was  intentionally  making  a  discrimination.  It  must  be  remembered 
that  the  usual  way  for  a  shipper  to  ascertain  a  railroad  rate  is  to  ask 
the  local  agent,  or  sometimes  the  general  traffic  officials  of  the  railroad, 
to  quote  it. 

The  Federal  law  requires  that  interstate  tariffs  shall  be  conspicu- 
ously posted  in  the  offices  of  the  local  agents  at  the  stations  from 
which  they  apply.  Were  this  requirement  strictly  observed,  the 
blame  would  rest  on  the  shipper  if  he  failed  to  discover  the  tariff 
rates,  except  where  the  tariffs  are  intentionally  made  misleading,  as 
sometimes  happens.  Railroad  companies  have  in  some  cases,  how- 
ever, filed  tariffs  with  the  Commission,  but  have  failed  to  furnish  them 
to  the  proper  local  agents,  or,  if  they  have  done  so,  have  instructed 
the  agents  not  to  show  them  to  the  general  public. 

Doubtless  in  part  on  account  of  the  enormous  and  unnecessary  com- 
plexity of  their  tariffs,  it  is  not  the  usual  practice  of  the  railroad  com- 
panies actually'  to  post  all  of  them  in  the  local  stations  in  an  open  and 
conspicuous  manner,  so  that  the  shipper  can  consult  them  without 
first  consulting  the  agent.  In  many  cases,  at  least,  the  biriffs  are 
actually  kept  in  the  possession  of  the  local  agent,  and  eithei*  handed  out 
by  him  to  the  shipper,  or  consulted  by  the  shipper  in  his  presence, 
or  consulted  by  the  agent  alone  at  the  request  of  the  shipper.  It  is 
not  a  difficult  thing  for  a  railroad  company,  therefore,  to  issue  a  tariff 
on  a  special  commodity  reading  from  a  single  station,  and  either  to 
fail  to  furnish  it  to  the  agent  at  that  station  or  to  instruct  him  to 
conceal  it. 

It  is  particularly  difficult,  obviously,  to  obtain  proof  that  a  tariff 
was  or  was  not  posted  at  a  given  past  time.  Even  if  th(»  agent  meant 
to  be  truthful,  he  could  not  be  expected  to  remember  with  certainty 
whether  he  had  received  a  given  tariff  or  whether  he  had  kept  it  in 
such  a  way  that  shippers  could  learn  the  niU'H, 

The  officers  of  the  Standard  Oil  Compan}"  have  urged  that  tlioy  are 
under  no  obligation  to  ascertain  whether  a  rate  duly  ([uoted  to  them 
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by  a  mlroad  or  covered  by  a  tariff  or  billing  order  furnished  to  them, 
is  known  to  other  shippers  or  not.  They  have  argued,  further,  that  it 
is  not  uncommon  for  a  railroad  company  to  supersede  a  rate  by  a 
tariff  which  does  not  state  on  its  face  that  it  cancels  other  issues,  and 
that  they  are  under  no  obligation  to  ascertain  whether  such  a  new 
tariff  has  been  filed  with  the  Interstate  Commerce  Conmaission  or  with 
the  proper  State  authorities,  where  so  required,  or  has  been  filed  or 
posted  with  loc^l  agents  where  required  b}'  law.  All  these  matters, 
they  hold,  pertain  to  the  duties  of  the  railroad  companies  and  not  to 
those  of  the  shipper. 

There  is  an  element  of  truth,  in  these  contentions,  but  they  are  disin- 
genuous if  applied  to  a  secret  rate  made  with  the  connivance  of  the 
Standard  Oil  officials  as  to  its  secrecy,  or  to  one  which  they  knew  to  be 
secret.  The  presumption,  at  least,  is  that  most  if  not  all  of  the  secret 
rates  which  have  been  used  by  the  Standard  Oil  Company  have  been  used 
by  it  with  knowledge  that  they  were  secret.  The  company  employs 
a  number  of  expert  traffic  officials  whose  business  it  is  to  be  thoroughly 
familiar  with  rates  and  to  secure  favorable  rates  from  the  railroads. 
The  railroads  habitually  furnish  to  the  Standard  Oil  Company  copies 
of  their  tariffs  relating  to  oil,  and  the  traffic  officers  of  the  Standard 
Oil  Company  can  scarcely  fail  to  be  familiar  with  the  published  tariff 
rates  as  well  as  with  the  special  mtes  which  they  actually  pay. 

Secret  intrastate  rates* — Not  being  compelled  to  do  so  by  law, 
railroads  very  frequently  fail  to  post  or  to  file  with  the  lntei"state 
Commerce  Commission  rates  on  strictly  intrastate  business.  Some  of 
these  State  rates  on  oil  are  effectively  secret  and  highly  discrimina- 
tory. It  must  not  be  understood,  however,  that  all  oil  rates  applying 
wholly  within  particular  States  are  secret  rates.  Many  such  State 
rates  are  filed  with  the  Interstate  Commerce  Commission.  In  other 
citses  they  are  printed  and  handled  in  such  a  way  as  to  be  readily 
accessible  to  all  shippers.  Most  of  the  railroads  have  given  the  Bureau 
access  to  their  records  relating  to  State  as  well  as  to  interstate  busi- 
ness. The  Now  York  Central  and  its  affiliated  lines  have  declined  to 
furnish  information  or  to  grant  access  to  records  relating  to  State 
business,  or  what  they  have  seen  fit  to  call  such. 

Use  of  State  rates  in  connection  with  interstate  ship- 
ments.— A  few  genenil  considerations  may  here  be  presented  as  to  the 
use  of  secret  State  i*ates  in  connection  with  interstate  shipments. 

If  goods  are  shipped  to  a  point  in  the  same  State  and  then  in  good 
faith  unloaded  and  so  handled  as  to  lose  their  identity,  and  are  subse- 
quently shipped  into  another  State,  the  entire  movemeilt  would  not  l)e 
a  single  interstate  shipment.  Where  the  product  is  not  thus  re- 
shipped,  throe  different  methods  of  handling  the  business  may  l)e 
distinguished: 
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(1)  Where  the  goodn  are  not  reconsigned  at  all,  but  the  wa3^bill 
made  out  at  the  point  of  original  shipment  shows  on  its  face  the  final 
destination  in  another  State;  in  such  cases  the  goods  may  be  rebilled 
at  junction  points  in  accordance  with  directions  shown  on  the  original 
waybill,  or  may  be  carried  through  to  destination  on  a  single  waybill 
showing  on  it^  face  the  combination  of  rates. 

(2)  Where  the  goods  are  consigned  to  an  agent  of  the  original 
shipper  at  the  point  where  the  secret  State  rate  terminates  and  the 
interstate  rate  begins,  or  vice  versa,  and  are  by  that  agent  reconsigned 
immediately  to  destination.  Such  a  scheme  for  the  evasion  of  inter- 
state rates  can  scarcely  be  carried  out  without  the  connivance  of  at 
least  one  railroad  company,  even  where  the  product  passes  from  one 
railroad  to  another  at  the  point  of  reconsignment. 

(3)  Where  the  product  is  sent  by  the  shipper  to  another  person,  not 
his  own  agent,  at  the  point  whore  the  rate  changes,  and  is  by  that 
person  reconsigned  to  final  destination.  The  ownership  in  this  case 
changes  at  the  point  where  the  rates  change.  If  a  transaction  of 
this  sort  were  bona  fide,  the  shipment  would  perhaps  not  be  a  con- 
tinuous interstate  shipment,  and  that  part  of  the  haul  which  was 
between  points  in  a  single  State,  before  or  after  the  change  of 
ownership,  might  be  treated  as  mtrastate.  In  the  case  of  oil  ship- 
ments a  transaction  of  this  sort  easily  lends  itself  to  deception 
because  of  the  large  number  of  subsidiary  and  affiliated  companies  of 
the  Standard  Oil  Compan3\  Thus,  certain  important  railroads 
have  until  recently  been  in  the  habit  of  treating  shipments  from 
Whiting  to  East  St.  Louis  proper  as  intrastate  business,  on  the  ground 
that  Whiting  is  practically  a  part  of  Chicago.  If  Whiting  had  been 
in  Illinois,  the  shipments  to  East  St.  Louis  would  have  been  intrastate 
business  when  the  oil  actually  stopped  there.  As  a  matter  of  fact, 
much  of  the  oil  shipped  by  the  Standard  Oil  Company  to  East  St. 
Louis  is  consigned  to  the  Waters  Pierce  Oil  Compaii}^  at  that  point, 
and  the  Waters  Pierce  Oil  Company  frequently,  without  unloading 
the  cars,  reconsigns  them  to  points  in  other  Statej^.  Technically, 
there  may  be  a  change  of  ownership  at  East  St.  Louis,  but  the 
Waters  Pierce  Oil  Company  is  controlled  by  the  Standard  Oil  Com- 
pan\%  and  this  change  of  ownership  is  little  more  than  a  fiction. 
Essentially,  therefore,  the  movement  from  Chicago  to  the  point  of 
final  destination,  if  outside  Illinois,  is  a  continuous  interstate  shipment. 

Section  18.  Methods  used  to  conceal  rates. 

In  order  better  to  understand  the  methods  which  the  railroads  have 
in  certain  cases  adopted, to  conceal  the  rates  actually  charged  the 
Standard  Oil  Company,  a  brief  consideration  of  accounting  methods  is 
necessary. 
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Rebates  and  claim  payments. — The  old-fashioned  method  of  con 
cealing  secret  rates  was  by  collecting  the  entire  amount  of  freight  due 
under  the  regular  tariff  and  subsequently  repaying  or  rebating  part 
of  it.  The  investigations  of  the  Bureau  with  regard  to  rebates  have 
been  chiefly  confined  to  a  single  class  of  records;  namely,  those  of 
claims  preferred  by  shippers  against  the  railroads;  Such  claims  are 
very  common  on  account  of  the  inevitable  errors  of  railroad  employ- 
ees in  applying  rates,  figuring  weights,  and  computing  extensions.  It 
is  probable  that  if  a  railroad  paid  rebates  it  would  not  ordinarily  enter 
them  on  the  regular  claim  files,  though  this  was  found  to  be  the  prac- 
tice with  respect  to  some  of  the  rebates  paid  in  California. 

Freight  claims  are  usually  divided  into  two  groups,  the  first  includ- 
ing claims  for  overcharge  of  freight,  due  to  errors  in  weight*,  rates, 
or  extensions,  and  the  second,  claims  for  loss  and  damage  to  goods  in 
transit.  In  examining  the  claims  the  agents  of  the  Bureau,  in  most 
instances,  covered  all  claims  in  these  two  classes  appearing  in  the 
regular  files  for  a  period  of  several  months  during  1904,  and  sometimes 
for  longer  periods.  Very  numerous  claims  were  found  on  behalf  of 
the  Standard  Oil  Company,  and  a  considerable  number  on  behalf  of 
other  oil  shippers.  Most  of  these  claims,  however,  were  small,  and 
the  aggregate  amount  was  so  small  that,  with  the  exception  of  the  Cal- 
ifornia cases,  they  could  not  have  amounted  to  a  rebate  of  any  impor- 
tance. The  larger  claims  preferred  against  the  railroad  companies  were 
examined,  and  in  most  cases  a  large  proportion  of  the  smaller  claims 
also  were  checked  up.  It  was  found  that  in  general  the  overcharge 
claims  were  based  upon  actual  errors,  and  were  justifiable.  The 
claims  for  loss  and  damage  also  in  most  cases  appeared  justifiable. 
The  detailed  examination  of  the  records  of  both  classes  of  claims 
indicated  a  probability  that  railroads  were  more  inclined  to  allow 
the  claims  of  the  Standard  Oil  Company,  when  of  a  doubtful  charac- 
ter, than  the  claims  of  other  oil  shippers,  but  the  discrimination  was 
not  of  suflicient  importance  to  justify  presentation  of  the  facts  in 
this  report. 

It  is,  however,  possible  that  rebates  are  paid  by  more  secret  methods 
which  could  not  be  discovered  by  the  examination  of  oi-dinary  clain)s. 
To  some  extent  certain  records  of  railroads  which  might  concen^l  such 
secret  rebates  were  examined.  The  ways  in  which  rebate  payments 
may  be  concealed  are,  however,  so  many,  and  so  difficult  of  detec- 
tion, that  almost  the  only  way  of  discovering  them  is  by  an  exhaustive 
audit  of  a  railroad's  entire  accounts. 

Blind-billing. — One  of  the  most  important  methods  used  by  the 
railroad  companies  to  conceal  the  freight  rates  charged  on  oil  is  what 
is  commonly  known  as  blind-billing — that  is,  showing  no  rate  at  all 
upon  the  waybill  on  which  the  product  is  moved. 
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For  a  better  understanding  of  this  practice,  a  brief  description  of 
the  ordinary  method  of  wajbilling  and  of  collecting  freight  charges 
is  desirable.  Ordinarily,  at  the  time  when  freight  is  shipped,  a 
wa3'bill  is  prepared  which  shows  the  nature  and  weight  of  the  goods, 
the  rate  or  combination  of  I'ates  per  unit,  and  the  amoimt  of 
freight  due,  together  with  such  other  information  about  switching 
charges,  the  charges  of  connecting  lines  on  the  same  freight,  etc. ,  as 
may  be  necessar3\  A  copy  of  this  waybill  is  retained  by  the  agent  at 
the  point  of  shipment,  while  the  original  accompanies  the  freight  and 
is  delivered  to  the  agent  at  the  point  of  destination,  who  either  retains 
it  or  sends  it  to  the  freight  auditor  of  the  railroad.  If  the  freight  is 
to  ))c  shipped  prepaid,  smaller  shippers  are  usually  required  to  pay 
the  freight  immediately,  while  large  shippers  usually  have  credit 
arrangements  with  the  railroad  companies  by  which  the  charges  are 
accumulated  for  a  week,  a  fortnight,  or  even  a  month,  and  are  then 
presented  at  one  time  for  settlement.  The  Standard  Oil  Company 
almost  invariably  ships  its  freight  as  prepaid,  and  generally  has  such 
credit  arrangements.  In  that  case  the  waybills  are  marked  prepaid, 
although  the  freight  has  not  yet  actually  been  collected;  and  the  agent 
at  the  point  of  destination  knows  that  he  has  nothing  to  collect  from 
the  consignee. 

Either  daily,  weekly,  or  monthly,  each  local  agent  of  the  railroad 
company  is  ordinarily  required  to  make  up  a  statement  of  the  freight 
forwarded  from  his  station,  in  summary  form,  showing  at  least  the 
weight  of  each  shipment,  the  rate,  the  amount  of  freight  charges  dne 
to  the  railroad,  the  charges  of  connecting  lines,  and  a  few  other  items. 
This  is  known  as  the  freight- for  warded  abstract.  Similarly,  each 
agent  makes  up  an  abstract  of  freight  received,  showing  essentijilly 
the  same  items. 

When,  however,  it  is  desired  to  conceal  from  the  locjil  agents  and 
from  the  subordinate  employees  of  the  railroad  company  the  rate 
charged  upon  a  given  class  of  shipments,  the  agent  is  frequently 
directed  to  make  out  waybills  showing  no  rate  of  freight  and  no 
statement  or  ''  extension  "  of  the  amount  of  freight  due.  Such  a  way- 
bill is  known  as  a  blind-bill.  The  freight- forwarded  abstract  of  the 
shipping  agent  and  the  freight- received  al)stract  of  the  receiving 
agent  will  also  show  no  rates  or  charges.  In  all  cases  of  blind-l)illing 
of  oil  investigated  by  the  Bureau,  the  collection  of  the  freight  charges 
has  been  made,  not  by  the  local  agents,  but  by  the  central  office  of 
the  railroad  company.  Some  of  the  railroads  refer  to  blind-bills  as 
"S.  G.  O." — that  is,  settled  at  the  general  office. 

Where  this  practice  is  followed,  the  local  agent  at  the  forwarding 
station,  if  the  freight  is  shipped  as  prepaid,  makes  out  from  time  to 
time,  usually  weekly,  a  statement  of  the  num})ers  of  the  waybills,  the 
numbers  of  the  cars,  their  destinations,  and  the  weight,  and  isends  it 
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to  the  central  office.  In  balancing  bis  freight  accounts  be  does  not 
charge  himself  with  any  freight  due  upon  his  blind-bills.  The  central 
office  sends  a  statement  of  the  freight  to  the  shipper  with  a  summary 
bill  for  the  amount  due  at  the  secret  rate  or  rates.  Such  a  summary 
bill  is  sometimes  called  a  manifest,  sometimes  a  collection  voucher, 
and  sometimes  simpl}"  a  bill. 

This  system  of  blind-billing  and  collection  of  charges  on  shipments 
of  oil  is  extensively  used  by  one  railroad  where  the  rates  actuall}'  col- 
lected are  the  regular  published  tariff  rates,  but  with  a  few  minor 
exceptions  on  the  Pennsylvania  Railroad  it  was  not  found  to  be  used 
by  any  other  railroad  except  where  apparently  intended  to  conceal 
the  rate.  In  explanation  of  the  use  of  blind- billing,  where  there  is  no 
concealment  of  the  rates,  the  railroad  officers  state  that  it  saves  cler- 
ical labor  and  minimizes  the  risk  of  mistakes,  and  is  therefore  advan- 
tageous wherever  the  volume  of  business  is  large.  Other  railroad 
officers,  however,  hold  that  blind-billing  ordinarily  increases  the  cost 
of  accounting. 

The  traffic  manager  of  the  Standard  Oil  Company  says  that  blind- 
billing  was  formerly  much  more  common  with  respect  to  shipments 
of  many  kinds  of  commodities  than  it  is  at  present,  and  that  be  does 
not  know  wh}^  certain  railroad  companies  still  adhere  to  it  on  ship- 
ments of  oil.  The  practice,  however,  is  so  unusual  that,  where  blind- 
billing  has  been  used  in  connection  with  particularly  discriminatory 
rates,  the  fact  of  its  use  is  at  least  presumptive  evidence  that  the 
Standard  Oil  Company  knew  that  the  rates  were  intended  to  be  secret 
and  that  it  desired  them  to  be  kept  secret. 

False  waybilling  and  shipping  records. — In  numerous  cases  large 
shipments  of  oil  by  the  Standard  Oil  Company  have  been  falsely 
waybilled  at  published  tariff  rates.  This,  of  course,  is  true  where  the 
full  charges  have  been  collected  and  part  thereafter  rebated.  The 
same  result  might  be  accomplished  if  the  local  agent  collected  only 
lower  secret  rates.  In  that  case  he  would  balance  his  accounts  by 
charging  himself  with  the  full  freight  and  putting  in  what  is  known 
as  a  ''relief  claim"  for  the  amount  uncollected.  For  the  purpose  of 
discovering  abuses  of  this  character,  the  Bureau  has  examined  the 
relief  claims  of  local  agents  at  many  important  shipping  points,  but 
the  use  of  this  device  was  not  found. 

In  some  instances  of  false  waybilling,  however,  it  was  found  that 
the  local  agents  handling  the  freight  probably  did  not  know  what  the 
actual  rates  were,  for,  instead  of  collecting  the  charges  themselves, 
they  sent  a  statement  of  the  billing  to  the  central  office,  putting  in 
a  relief  claim  for  the  entire  amount  of  charges.  The  collection  was 
made  by  a  collection  voucher  or  summary  bill  in  the  same  manner  as 
when  oil  was  blind-billed,  the  secret  rates  being  substituted  in  the 
central  office  for  the  rates  shown  on  the  waybills. 


TANK   OAftS   AND  1>ACKA(3^ES.  79 

VI.  TANK-CAB  AND  PACKAdE  SHIPMENTS. 

The  greater  part  of  the  rail  transportation  of  petroleum  at  the 
'  present  time  is  in  tank  cars,  but  considerable  shipments  are  also  made 
in  barrels  loaded  in  box  cars.  The  .tank-car  shipper,  as  shown  below, 
has  a  material  advantage  over  the  shipper  of  barrels  in  carload  lots, 
even  where  the  rates  are  the  same,  as  they  now  usually  are.  This 
advantage  was  formerly  enormously  increased  by  the  practice  ot  rail- 
roads in  charging  decidedly  lower  rates  on  tank-car  than  on  barrel 
shipments. 

Apparently  the  Standard  Oil  Company  was  formerly  able  to  make 
relatively  larger  use  of  tank  cars  than  its  competitors,  but  there  is 
doubt  as  to  whether  this  is  at  present  generally  true.  If  the  figures 
of  the  tanlo^gauge  books  published  by  the  railroads,  which  are  based 
on  returns  of  the  various  tank-car  owners,  may  be  accepted,  the 
Standard  and  its  affiliated  concerns  in  1904  had  a  little  over  10,000 
tank  cars,  and  competing  oil  refiners  nearly  3,000.  Some  of  the  latter 
are  used  chiefly  in  transporting  crude  oil,  especially  in  Texas  and 
California,  but  the  same  is  true  of  some  of  the  cars  of  the  Standard. 
At  an}-  rate,  most  competing  refiners  now  make  comparatively  little 
complaint  of  disadvantages  due  to  inability  to  make  use  of  tank  cars, 
although  they  do  complain  of  some  of  the  rules  of  the  railroads  as  to 
tank  cars. 

Section  19.  Discrimination  in  rates  between  oil  in  tank  cars  and  in  barrels. 

Prior  to  the  passage  of  the  Interstate  Commerce  Act,  in  1887,  and 
to  some  extent  during  the  first  two  or  three  years  after  its  passage, 
railroad  companies  in  many  parts  of  the  United  States  favored 
tank-car  shipments  by  charging  lower  lutes  per  unit  of  weight  or 
quantity  on  oil  in  tank  cars  than  on  oil  in  barrels.  Sometimes  these 
lower  rates  were  expressed  in  terms  of  cents  per  hundred  pounds  or 
per  barrel,  but  in  many  cases  the  rate  on  oil  in  tank  cars  was  so  much 
per  car,  regardless  of  its  weight,  and  the  greatest  discriminations  in 
favor  of  tank-car  shippers  occurred  where  this  method  was  adopted. 
At  that  time  they  were  the  cause  of  serious  complaint,  both  because 
the  Standard  then  made  relatively  larger  use  of  tank  cars  than  its  com- 
petitors, and  because  the  rules  of  the  railroads  as  to  maximum  weights 
were  sometimes  not  enforced  against  the  Standard,  although  they 
were  enforced  as  to  competitors. 

Perhaps  the  most  conspicuous  discriminations  in  favor  of  tank-ear 
shippers  as  against  barrel  shippers  were  those  which  existed  in 
southern  and  south westeni  territory  up  to  1888.  These  conditions 
prevailed  largely  on  most  of  the  railroads  leading  south  from  the  Ohio 
River  and  southwest  from  St.  Louis. 

The  Interstate  Copamerce  Commission,  after  a  full  investigation  of 
these  conditions,  ordered  the  railroad  companies  to  desist  from  the 
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discriminations  and  to  charge  the  same  per  hundred  pounds  on  oil  in 
barrels  as  on  oil  in  tank  cars. 

Another  case  was  brought  before  the  Commission  by  the  independ- 
ent refiners  at  Cleveland  in  1888  against  the  Lake  Shore  and  Michigan 
Southern  Railway.  Here  it  appeared  that  subsequent  to  the  Inter- 
state Commerce  Act  the  railroad  was  charging  less  for  oil  in  tank  cars 
than  for  oil  in  barrels,  though  the  discriminations  were  much  less 
marked  than  on  the  southern  lines.  The  following  table  shows  the 
relative  rates  per  barrel  and  the  equivalents  per  hundred  pounds,  com- 
puted on  the  basis  then  in  force  on  the  Lake  Shore  of  315  pounds  per 
barrel  for  oil  in  tank  cars,  and  of  the  actual  weight  for  oil  in  barrels, 
which  averaged  about  390  pounds: 

RATES  FROM  (CLEVELAND  ON  OIL  IN  TANK  CARS  AND  IN  BARREB8,  1888. 


From  Clevelftiul  to— 


Chicago,  111 

Buffalo.N.Y 

Detroit,  Mich 

Grand  Rapids,  Mich 
Kalamazoo,  Mich  . . . 
South  Bend,  Ind.... 

Elkhart,  Ind 

Erie,  Pa 


Rate  per  barrel. 


In  tankH. 


Equivalent  per  hun- 
dred pounds. 


In  tanks  In  box  cars 
(315  pounds  (390  pounds 
per  barrel),  per  barrel). 


The  Interstate  Commerce  Commission  also  ordered  the  Lake  Shore 
and  Michigan  Southern  to  charge  the  same  rates  per  hundred  pounds 
on  oil  in  tank  cars  and  in  barrels. 

At  an  earlier  period  the  Lake  Shore  and  Michigan  Southern 
Railwa}"  wjis  making  special  rates  to  the  Standard  Oil  Company  on 
shipments  from  Cleveland,  even  more  favorable  than  those  above  men- 
tioned as  compared  with  the  rates  charged  to  independent  refiners. 
It  appears  that  at  that  time  the  tank-car  rates  to  the  Standard 
were  secret,  and  that  secret  rates  on  oil  in  barrels  lower  than  the  pub- 
lished rates  charged  to  other  shippers  were  also  given  to  the  Standard. 
Thus  during  1882  the  Standard  Oil  Company  was  given  a  rate  of  $30 
per  tank  car  from  Cleveland  to  Chicago,  which,  on  the  basis  of  100 
barrels  per  car,  would  be  eciual  to  30  cents  per  barrel,  whereas  the 
tariff  rate  charged  to  independent  refiners  at  this  time  was  70  cents 
per  barrel  for  oil  in  wood." 

It  appears  that  the  above  mentioned  orders  of  the  Interstate  Com- 
merce Coniinission  were  followed  not  merely  by  the  railroads  against 

«8ee  R(^i)<)rt  of  the  ilou«e  Cumuiittee  on  Manufacturea  concerning  Trusts,  1S88, 
p.  544. 
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which  they  were  directed,  but  quite  generally  by  railroads  through- 
out the  United  States.  The  attention  of  the  Bureau  has  been  called 
to  only  a  few  cases  in  which  railroads  have  during  recent  years  made 
a  lower  rate  on  oil  in  tank  cars  than  on  oil  in  barrels.  In  these  cases, 
as  in  the  early  days,  the  rates  were  fixed  at  so  much  per  car,  regardless 
of  weight.  Most,  if  not  all,  of  these  tank-car  rates  were  virtually 
secret  and  highly  discriminatory. 

Section  20.  Advantage  of  tank-car  shipper  over  barrel  shipper  where 
rates  are  same  per  nnit  of  freight. 

At  the  present  time,  with  few  exceptions,  the  railroads  charge  the 
same  rates  per  hundred  pounds  on  oil  in  tank  ears  and  in  barrels,  the 
weight  of  the  barrel,  however,  being  included  in  calculating  the  freight. 
Under  this  arrangement  the  tank-car  shipper  in  many  cases  enjo3\s  a 
considerable  advantage  over  the  barrel  shipper.  He  pays  only  on  the 
weight  of  the  oil  actually  transported,  while  the  barrel  shipper 
pays  on  both  oil  and  container.  Under  the  present  rules  of  railroad 
companies  almost  everywhere,  all  petroleum  products  in  tank  cars  are 
taken  at  the  arbitrary  weight  of  6.4  pounds  per  gallon,  or  320  pounds 
per  barrel.  Similarly  the  arbitrary  weight  fixed  on  full  barrels  of 
petroleum  products  is  quite  uniforml3^  400  pounds.  On  the  assump- 
tion that  the  average  barrel  contains  50  gallons,  which  is  approxi- 
mately correct,  this  means  that  the  barrel  shipper  pays  25  per  cent 
more  for  freight  on  the  actual  quantity  of  oil  shipped  than  the  tank-car 
shipper  pays. 

.  The  barrel  shipper  who  desires  to  have  his  empty  barrels  returned 
to  the  point  of  origin  for  reloading  is  also  required  to  pay  freight 
charges  upon  them  at  rates  about  the  same  per  hundred  pounds  as  the 
rate  which  he  has  paid  upon  the  full  barrels.  When,  therefore,  the 
barrel  shipper  does  thus  return  his  barrels  he  pa}  s  in  the  aggregate 
about  50  per  cent  more  freight  than  the  tank-car  shipper.  The  enipt}^ 
tank  <5ar  is  in  most  parts  of  the  country  returned  free  to  the  shipper. 

The  extent  to  which  this  system  of  rate-making  results  in  disad- 
vantage to  the  barrel  shipper  depends  o))viously  upon  his  ability  to 
dispose  of  barrels  profitably  in  the  markets  to  which  he  ships  his  oil. 
If  he  could  not  sell  the  barrels  at  all,  but  were  compelled  in  every  case 
to  ship  them  back  to  his  plant  for  reloading,  he  would  be  at  a  marked 
disadvantage.  He  would  be  in  essentially  the  same  position  if  he 
considered  it  more  profitable  to  give  away  his  barrels  than  to  })ay  the 
charges  for  returning  them  to  his  shii)i)ing  point,  as  in  that  case  he 
would  have  to  buy  new  barrels  for  his  next  shipment.  On  the  other 
hand,  there  are  some  sections  of  the  country  in  which  there  is  a  con- 
siderable demand  for  empty  barrels  for  various  uses,  so  that  they  can 
be  sold  for  at  least  a  large  part  of  their  cost. 
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It  does  not  necessarily  follow,  however,  that  the  railroad  companies 
are  under  any  obligation  to  forego  freight  charges  on  the  weight  of 
the  actual  barrel  itself,  whether  loaded  or  empty.  The  barrel  does 
take  up  space  and  does  increase  the  weight,  so  that  from  that  standpoint 
alone  the  cost  of  transportation  of  oil  in  barrels  is  greater  than  the 
cost  of  transporting  an  equivalent  quantity  of  oil  in  a  tank  car.  This 
situation  is  not  affected  by  the  fact  that  the  railroad  company  also 
transports  the  weight  of  the  tank  car  free  for  the  owner.  The  same 
Ls  true  of  the  box  car  in  which  the  barrels  are  loaded.  Obviously,  if 
the  railroad  company  itself  owned  the  tank  car  as  well  as  the  box  car 
it  could  charge  nothing  for  transporting  it.  It  makes  no  difference 
that  the  railroad  company'  hires  the  tank  car  from  a  private  owner 
unless  its  payment  to  the  owner  is  excessive. 

Various  arguments  as  to  relative  risk  and  relative  probability  of 
return  loads  have  been  advanced  in  discussing  the  propriety  of 
charging  the  same  rates  on  oil  in  tank  cars  and  on  oil  in  barrels  with 
the  inclusion  of  the  weight  of  the  barrel.  The  Bureau  has  not  con- 
sidered it  necessary  to  investigate  this  subject  in  detail  for  the  reason 
that,  even  if  the  present  prevailing  practice  is  unjust  to  the  barrel 
shipper,  it  apparently  affects  comparatively  few  concerns  in  any 
important  degree. 

The  complaint  was  also  advanced  at  an  earlier  time  that  the  Stand- 
ard Oil  Company  was  favored  b}'  reason  of  excessive  payment  b^^  the 
railroads  for  the  use  of  its  tank  cars.  So  far  as  the  Bureau  has  been 
able  to  ascertain  there  is  not  at  present  any  basis  for  this  charge,  if 
there  ever  was.  Except  in  California  and  on  some  northwestern  lines 
the  railroads  now  allow  all  shippers  of  oil  in  cylinder  tank  cars  the 
same  rate  of  three-fourths  of  a  cent  per  mile  on  both  loaded  and  empty 
cars,  save  that  the  transcontinental  lines  charge  $105  per  car  for  return- 
ing empty  cylinder  cars  from  the  Pacific  coast  to  the  East. 

The  Bureau  has  examined  the  records  of  mileage  of  tank  cars  and 
payments  for  their  use  on  many  leading  railroad  systems  and  finds  no 
evidence  of  any  im^portant  discrimination  in  general.  The  payments 
to  the  Standard,  as  to  other  concerns,  seem  to  be  based  on  the  actual 
mileage,  and  the  rates  to  all  are  the  same  except  in  California.  The 
exceptional  conditions  in  that  State  are  described  in  Chapter  IX. 

In  some  cases,  to  be  sure,  railroads  allow  the  Standard  to  balance 
emptj'  against  loaded  mileage  regardless  of  the  question  whether  a 
given  car  actually  returns  over  the  same  route  or  not,  while  allowing 
mileage  on  empty  cars  of  other  refiners  only  where  the  cars  do  so 
return.  This  matter  is,  however,  of  little  importance,  since  the  Stand- 
ard, because  it  possesses  so  many  plants,  ships  to  some  extent  from 
different  directions  to  the  same  points,  while  refiners  having  only  one 
plant  do  not  often  have  occasion  to  do  otherwise  than  return  the  empty 
cars  by  the  route  they  followed  when  loaded.     The  loaded  mileage  of 
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the  Stundarcrs  cars  on  all  the  roads  examined  exceeded  the  empty 
mileage,  sometimes  by  a  considerable  proportion. 

The  payment  of  three-fourths  of  a  cent  per  mile  to  the  owners  of 
tank  cars  does  not  appear  to  be  excessive,  even  though  it  is  paid  also 
on  the  return  of  the  cars,  which  usually  are  returned  empty  and  with- 
out charge  for  transportation.  Tank  cars  are  not  moved  nearly  so  fast 
as  refingerator  cars.  The  records  of  the  Pennsylvania  lines  west  of 
Pittsburg,  for  a  period  of  eighteen  months,  show  an  average  of  only  22 
miles  a  day  for  all  tank  cars.  The  average  is  probably  greater  on 
many  other  roads,  where  traffic  is  less  congested  and  hauls  longer. 
Independent  refiners  generally  state  that  "the  mileage  payment  on 
their  own  cars  brings  only  a  moderate  return  on  their  investment;  nor 
do  they  charge  that  the  Standard's  cars  are  moved  enough  faster  to 
make  the  profits  on  their  operation  large.  Railroad  officers,  who  often 
take  quite  a  different  position  as  to  refrigerator  cars,  almost  uni- 
formly hold  that  it  is  more  profitable  for  them  to  pay  the  mileage  to 
private  tank-car  owners  than  to  furnish  the  cars.  This  is  due  chiefly  to 
the  irregularity  of  the  demand  for  tank  cars  on  any  single  railroad, 
which  would  make  it  necessary  for  it  to  own  many  more  cars  than 
would  be  in  use  during  most  of  the  time. 


CHAPTER  11. 

MIDDLE  ATLAHTIC  STATES. 

I.  ADVANTAGEOUS  LOCATION  OF  THE  STANDABB  OIL  COMPAinrS 

BEFINEBIES. 

Section  1.  Independent  refineries  chiefly  located  in  western  Pennsylvania. 

The  location  of  refineries  is  an  exceedingly  important  factor  in  the 
transportation  of  petroleum.  It  has  already  been  shown  that  the 
chief  center  of  independent  oil  refining  operations  east  of  the  Missis- 
sippi River  is  in  the  western  part  of  Pennsylvania,  close  to  the  oil 
fields.  There  are  2  independent  refineries  at  Bradford,  10  at  Vt^'arren, 
Struthers,  and  Clarendon,  3  at  Titusvillc,  3  at  Coraopolis,  6  at  Oil  City, 
and  others  at  scattered  locations,  making  altogether  more  than  30  such 
establishments  in  this  vicinity.  The  principal  independent  refineries 
outside  of  this  group  are  in  or  near  the  Ohio  fields,  at  Cleveland, 
Toledo,  Marietta,  and  Findlay.  These,  however,  do  not  ship  exten- 
sively into  the  Middle  Atlantic  States,  but  find  their  markets  as  a  rule 
in  the  Middle  West. 

It  is  significant  that  but  few  independent  companies  are  located  at 
tidewater.  Up  to  the  middle  of  1904:  the  only  independent  plants  on 
the  Atlantic  seaboard  were  those  of  the  Valvoline  Oil  Company  and  the 
Columbia  Oil  Company,  at  New  York  Harbor,  and  the  Sun  Company, 
at  Marcus  Hook,  Pa.  The  Pure  Oil  Company's  plant,  the  largest  inde- 
pendent refinery  on  the  seaboard,  was  opened  only  in  July,  1904,  and 
has  largely  confined  its  shipments  to  export  markets.  About  the  same 
time  the  Gulf  Refining  Company  of  Texas  entered  the  seaboard 
field,  transporting  refined  oil  from  Texas  to  New  Jersey  and  New 
England.  Gcnerall}"  speaking,  however,  but  little  refined  oil  for 
domestic  consumption  is  produced  on  the  Atlantic  coast  by  independent 
concerns.  Some  refined  oil,  to  be  sure,  is  piped  by  the  independents 
from  western  Pennsylvania  to  the  seaboard,  but,  as  shown  below,  this 
is  of  much  less  advantage  than  the  seaboard  location  of  the  Standard's 
large  plants. 

Section  2.  Location  of  the  Standard  Oil  Company's  eastern  refineries. 

The  distribution  of  the  eastern  refineries  of  the  Standard  Oil  Com- 
pany is  in  sharp  contmst  with  the  concentration  of  independent  plants 
in  or  near  the  oil  fields.  The  Standard  has  a  refinery  at  Franklin, 
Pa.,  in  the  very  heart  of  the  independents'  territory,  a  smaller  one  at 
Pitts])urg,  another  at  Buffalo,  N.  Y.,  another  at  Olean,  N.  Y.,  about 
70  miles  southeast  of  Buffalo,  and  a  plant  for  manufacturing  lubri- 
84 
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eating  oils  at  Rochester,  the  shipments  of  which  exceed  the  entire 
output  of  many  independent  refineries.  On  the  seaboard  it  has  an 
immense  refinery  at  Bayonne,  N.  J.,  and  four  others  at  New  York 
Harl)or;  another  huge  plant  at  Point  Breeze,  near  Philadelphia;  and 
still  another  just  outside  of  Baltimore.  An  inland  plant  is  located  at 
Parke rsburg,  W.  Va.,  this  being  the  most  southern  refinery  east  of 
the  Mississippi  Eiver.  Thus  in  five  different  States  the  Standard  Oil 
Company  has  thirteen  refining  plants.  The  advantageous  location  of 
its  more  western  refineries  is  discussed  elsewhere.  It  is  sufficient  here 
to  emphasize  the  fact  that  the  independent  operators  are  flanked  on 
every  side  by  the  plants  of  the  Standard  Oil  Company.  As  a  result, 
that  company  has  an  immense  strategic  advantage — an  advantage 
which,  as  will  later  be  shown,  is  greatly  increased  by  its  ability  to 
secure  preferential  rates  of  transportation  from  railroad  companies. 

This  advantage  of  the  Standard  Oil  Company  in  location  Ls  especially 
important  in  the  case  of  its  seaboard  refineries.  These  plants  obtain 
their  supply  of  crude  oil  by  pipe  line  from  the  interior  or  by  vessel 
from  Texas.  In  the  former  case,  as  has  been  shown  on  page  62,  the 
cost  of  transportation  is  small  compared  with  that  by  rail.  It  has  been 
estimated  that  crude  oil  can  be  pumped  from  the  Pennsylvania  fields 
to  tidewater  at  a  total  cost  not  exceeding  one-fourth  of  a  cent  per 
gallon;  the  railroad  charge  is  about  1  cent  per  gallon.  In  the  case  of 
vessel  shipments  from  Texas,  the  cost,  in  spite  of  the  long  distance,  is 
still  undoubtedly  less  than  that  by  rail  from  western  Pennsylvania 
or  Ohio. 

The  seaboard  loc*ation  gives  a  great  advantage  in  the  disposition 
of  refined  products.  On  the  immense  export  business  of  the  Stand- 
ard Oil  Company,  amounting  as  it  does  in  the  case  of  illuminating 
oil  to  nearly  60  per  cent  of  the  total  output,  there  is  a  great  saving 
by  the  use  of  pipe-line  transportation  from  the  fields  for  the  crude  oil, 
instead  of  mlroad  transportation  of  the  refined.  A  further  important 
economy  arises  from  the  distribution  of  oil  by  wati^r  to  seaboard 
markets.  The  Standard  Oil  Company  is  able  to  reach,  with  its  own 
vessel  facilities,  and  at  comparatively  low  cost,  the  entire  Atlantic 
coast  from  Maine  to  Florida.  As  stated  elsewhere  (p.  172),  there  is  reli- 
able evidence  that  the  total  cost  of  shipping  oil  from  Bayonne  or  Phila- 
delphia to  practically  any  point  on  the  Atlantic  coast  is  under  8  cents 
per  hundred  pounds,  including  interest  and  depreciation.  The  Standard 
is  thus  able  to  reach  the  thickly  populated  sections  of  New  England, 
and  likewise  the  large  seaboard  cities  of  the  South  Atlantic  Stites,  at 
a  great  advantage  over  the  interior  refiner.  Until  vcuy  recently  it 
was  the  only  refiner  possessing  this  advantage,  and  at  tlie  proscMit  time 
but  two  other  refining  companies,  the  Pure  Oil  Company  and  the  Gulf 
Refining  Company,  ship  refined  oil  to  any  great  extent  by  water  in 
their  own  vessels. 

H.  Doc.  812, 5^1 8 


86  TRANSPORTATION  OF  PETROLEUM. 

Section  3.  Reasons  for  failure  of  independent  refiners  to  locate  at  tide- 
water. 

The  question  at  once  arises  why  independent  refiners  should  so  gen- 
erally have  selected  locations  so  far  inland  instead  of  at  tidewater. 
This  is  easily  answered.  In  the  first  place,  the  construction  of  several 
hundred  miles  of  pipe  line  requires  an  amount  of  capital  which  the 
average  independent  refiner  is  in  no  position  to  command.  To  the 
argument  that  several  independent  refiners  might  unite  in  the  con- 
struction of  such  a  line,  it  may  be  replied  that  this  has  indeed  been 
done;  but  tbat  the  history  of  thii?  enterprise,  and  of  other  independent 
pipe-line  projects,  has  effectively  discouraged  the  frequent  repetition 
of  such  experiments. 

The  first  pipe  line  from  the  Pennsylvania  oil  fields^ to  the  Atlantic 
seaboard!  was  commenced  by  an  independent  concern,  the  Tide  Water 
Oil  Company.  That  company  first  opened  its  line  from  Rixf  ord.  Pa. — 
for  a  portion  of  the  distance  only — in  May,  1879.  The  reception 
given  this  enterprise  by  the  railroads  may  bo  appreciated  from  the 
fact  that  in  the  same  month  the  railroad  rate  on  crude  oil  from  War- 
ren, Pa.  (only  a  short  distance  from  Rixford)  to  New  York  Harbor 
(Comnmnipaw,  N.  J.),  which  had  remained  at  $1.15  per  barrel  since 
December,  1877,  f  ^11  to  85  cents  per  barrel,  and  in  June,  1879,  to  30  cents 
per  barrel.  The  rate  from  Warren  to  Philadelphia  dropped  in  May, 
1879,  from  $1.00  to  70  cents  per  barrel,  and  in  June  to  25  cents.  After 
a  temporary  advance  the  rate  to  both  New  York  Harbor  and  Phila- 
delphia was  reduced  in  September,  1880,  to  38  cents  per  barrel,  and 
remained  at  that  figure  until  1884.  That  the  railroads  were  not  the 
only  antagonists  of  the  Tide  Water  Oil  Company  has  been  frequently 
asserted  and,  it  may  be  said,  substantially  proved.  An  annual  report 
of  the  president  of  the  Philadelphia  and  Reading  Railroad  Company 
at  that  time  contained  the  following  comment  upon  the  Tide  Water 
Oil  Compan3^'s  enterprise: 

This  attempt  of  the  producers  of  oil  to  secure  an  outlet  independent  of  the  Stand- 
ard Oil  Company  and  the  trunk  lines  wa.s  at  once  resente<l  by  both  interests  affected, 
and  from  the  date  of  tlie  completion  of  the  pi|>e  line  to  tlie  present  every  effort  has 
been  made  by  some  of  the  companies  intere8te<i  to  convert  the  profitable  business  of 
the  transportation  of  oil  into  a  losing  one.^' 

Tlie  report  of  the  Hepburn  committee  of  the  New  York  legislature, 
of  January  22,  1880,  said  on  this  point: 

In  June,  1879,  the  tide- water  pipe  line  effected  a  connection  with  the  sealxmrd  and 
commenced  shipping  oil.  Opposition,  of  course,  was  not  to  \ye  brooked,  and  again 
the  Standard  called  U|K)n  the  railroads  to  protect  them  '*  against  injury  by  coujpeti- 
tion,"  and  again  the  railroad.s  responded.  On  June  5,  at  a  conference  between  the  four 
tnink  lines  and  the  Standard  people,  held  at  Niagara,  the  rate  on  crude  oil  was  made 
to  the  Standard  over  the  Erie  and  Central  20  cents  per  barrel.  The  rates  to  Phila- 
delphia and  Baltimore  were  made  the  same.'' 


«  Report  of  Industrial  Commission,  Vol.  I,  p.  697. 
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A  brief  strt^gle  against  this  sort  of  opposition,  with  which  the 
public  is  already  familiar,  resulted,  in  1883,  in  the  practical  surrender 
of  the  Tide  Water  Oil  Company  to  the  Standard  Oil  Company.  In 
February,  1884,  the  railroad  rate  on  crude  oil  was  raised  to  45  cents  a 
barrel  to  New  York  Harbor,  and  it  was  continued  at  that  figure  until 
1894,  when  it  was  advanced  to  16i  cents  per  hundred  pounds,  or  about 
53  cents  per  barrel.  But  by  that  time  the  transportation  of  crude  oil 
to  the  Atlantic  seaboard  by  rail  was  almost  a  thing  of  the  past. 

The  railroad  rates  above  cited  are  those  open  to  shippers  generally. 
It  is  alleged  that  much  lower  rates  were  given  the  Standard  Oil  Com- 
pany during  its  fight  with  the  Tide  Water  Oil  Company,  and  this  is,  as 
shown,  the  finding  of  the  Hepburn  committee  of  New  York.  The 
Bureau,  however,  has  not  attempted  to  investigate  the  notorious 
abuses  of  this  earlier  period.  It  is  but  fair  to  state  that  the  Tide 
Water  Oil  Company  itself  had  arrangements  for  favorable  rates  over 
railroads  from  the  original  terminus  of  its  pipe  line  at  Williams- 
port,  Pa. 

The  course  of  open  railroad  rates  from  the  Pennsylvania  oil  fields 
to  tidewater  since  1877  is  shown  by  the  following  table  published  by 
the  Interstate  Commerce  Commission: 


FREIGHT  RATES  CHARGED  FOR  THE  TRANSPORTATION  OF  CRUDE  PETROLEUM  FROM 
THE  OIL  REGIONS  TO  PHILADELPHIA,  PA.,  BALTIMORE,  MD.,  AND  COMMUNIPAW,  N.  J.. 
AT  STATED  DATES,  FROM  DECEMBER  1, 1877,  TO  APRIL  1, 1902. 

[FlY>m  Railways  in  the  United  States,  1902,  Part  II.] 


From  Olean,  N 

.  Y.,  Clarendon,  Pa. 

Kane,  Pa 

.,  and  Warren,  Pa., 

to- 

Philadelphia, Pa.,  and  Baltimore,  Md. 

Communipaw,  N.  J. 

Date. 

In  tanks. 

In  barrels. 

In  tanks. 

In  barrels. 

Per  bar- 
rel of  315 
pounds. 

Per 
hundred 
pounds. 

Per  bar- 
rel of  400 
pounds. 

Per 
hundred 
pounds. 

Per  bar- 
rel of  315 
pounds. 

Per 
hundred 
pounds. 

Per  bar- 
rel of  400 
pounds. 

per 
hun- 
dred 
pounds. 

1877— Dec.l 

Cents. 
100 

CenU. 
31.75 

Centii. 
100 

Cents. 
25 

Cents. 
115 

36.51 

Cents. 
115 

Cents. 

•2H  7ft 

lS79-Jan.  23 

May9 

70 

22.22' 

70 

17.5 

as 

26  98 

HFi           •>!    0^ 

June  2 

1 

June  23 

25 
50 
65 
41 
60 
83 

7.M 
15.87 
20.63 
13.02 
15.87 
10.48 

25 
50 
65 
41 
60 
33 

6.25 
12.5 
16.25 
10.25 
12.5 

8.25 

30 
60 
75 
60 
50 
33 

9.52  j              30 
19.05  1              60 
23.81  '              75 
19.  Wi                60 

7  5 

1880— Apr.  1 

15 

May  15 

18  75 

Jane  7 

ifi 

Anff.  10      

15  87                 50         l*?  5 

10.48  !              33           8  25 

1881_Oct.  1 

1884— Feb.  V 

40 

12.70 

40 

10 

45           14.29  1              4.0         11  •>?» 

1888— 9ept.  18 

18M-Oct.  1,  to  Apr.  1, 
ig02a 

14.5 

14  ft 



16.5 

ir»  5 



a  Crude  and  refined  oil  take  same  rates. 
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Crude-oil  rates  from  the  Pittsburg  and  Oil  City  districts  moved  in 
general  correspondence  with  the  changes  shown  in  the  above  table, 
but  for  a  number  of  years  were  somewhat  higher  than  those  from 
Warren  and  Kane.  Since  1894,  however,  all  the  shipping  points  men- 
tioned have  taken  the  same  rates  to  New  York  Harbor  and  Philadel- 
phia, respectively. 

Another  illustration  of  the  difficulties  which  have  confronted  the 
independent  refiner  who  has  attempted  to  lay  his  own  pipe  lines  to  the 
seaboard  in  competition  with  the  Standard  Oil  Company  is  furnished 
by  the  experience  of  the  United  States  Pipe  Line  Company.  That 
compan}"  struggled  for  years  against  the  most  determined  opposition 
and  tedious  litigation  to  secure  rights  of  way  from  the  Pennsylvania 
fields  to  the  New  Jersey  shore.  Unreasonable  resistance  was  met  from 
the  Erie  Railroad  when  it  attempted  to  lay  its  pipes  under  the  tracks  of 
that  company.  Finally,  after  actually  la3dng  its  lines  under  the  Del- 
aware, Lackawanna  and  Western  roadbed  in  defiance  of  the  opposi- 
tion of  that  railroad,  the  company  was  compelled  by  court  decision  to 
take  them  up  and  turn  southward  to  Philadelphia  for  a  terminal. 

The  Standard  Oil  Company  was  at  this  time  enjoyiqg  rights  of  way 
under  the  tracks  of  various  railroads  crossing  the  State  of  New  Jersey, 
and  there  is  little  ground  for  disputing  the  charges  so  frequently 
advanced  that  the  opposition  of  the  railroads  to  the  enterprise  of  the 
United  States  Pipe  Line  Company  was  largely  dictated  by  its  power- 
ful competitor.  Altogether  nine  years  were  spent  before  this  troubled 
and  costly  project  was  completed.  A  review  of  the  experience  of  that 
company,  which  has  more  than  once  l)een  published,  would  clearly 
show  why  plans  for  the  construction  of  independent  pipe  lines  to  the 
seaboard  no  longer  appeal  to  the  independent  refiner.  Moreover,  it  is 
apparent  that  in  order  to  make  the  operation  of  a  pipe  line  profitable  a 
refiner  nmst  be  able  to  market  oil  on  a  large  scale.  It  is  here  that 
the  independent  has  encountered  one  of  the  chief  obstacles  to  success. 
A  case  in  point  will  ])e  sufficient. 

Testimony  was  given  before  the  Industrial  Commission  to  the  effect 
that  in  March,  1890,  the  price  of  illuminating  oil  to  loc4il  merchants  in 
New  York  City  and  vicinity  was  from  9  to  9^  ct»nts  per  gallon  for 
tank-wagon  deliveries.  The  Pure  Oil  Compan}^  first  put  a  tank  wagon 
on  the  streets  of  New  York  on  March  9.  The  prices  of  the  Standard 
Oil  (yompany  were  at  once  reduced,  and  by  July,  189(^',  the  price  had 
fallen  to  5^  cents  a  gallon.  This  occurrence  and  a  similar  experience 
of  the  Pure  Oil  Company  when  it  entered  the  Philadelphia  market  are 
merely  typical  of  what  has  occurred  over  and  over  again  when  ^n  inde- 
pendent refiner  has  entered  a  market  in  competition  with  the  Standard 
Oil  Company. 
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Section  4.  Pooling  agreement  between  National  Transit  Company  and 
Pennsylvania  Eailroad  Company. 

It  has  been  shown  that  the  surrender  of  the  Tide  Water  Oil  Com- 
pany to  the  Standard  Oil  Company  was  almost  instantly  followed  by 
a  sharp  advance  in  railroad  rates  on  crude  oil  to  the  seaboard.  There 
can  be  little  doubt  that  these  rates  were  advanced  and  were  long  main- 
tained at  the  instance  of  the  Standard  Oil  Company,  with  a  view  to 
keeping  its  competitors  from  establis&ing  refineries  at  tidewater. 
This  is,  indeed,  substantially  shown  by  a  pooling  agreement  between 
the  National  Transit  Company,  the  corporation  which  owns  the  pipe 
lines  of  the  Standard  Oil  Company  in  the  East,  and  the  Pennsylvania 
Railroad  Company.  This  was  in  the  form  of  a  double  agreement, 
dated  August  22, 1884.  One  contract  provided  for  an  allotment  of  the 
business  of  oil  transportation  to  the  seaboard,  under  which  the  Penn- 
sylvania Bailroad  Company  was  to  have  26  per  cent  of  the  entire 
traffic  in  petroleum,  whether  by  rail  or  by  pipe  lino. 

In  case  the  railroad  did  not  obtain  such  a  percentage  otherwise, 
deliveries  of  crude  oil  were  to  be  made  to  it  at  Milton,  Pa.,  by  the 
pipe  line  sufficient  to  make  up  the  full  allotment.  Crude  oil  so  deliv- 
ered was  to  be  regarded  as  originating  at  Coalgrove,  Pa.,  and  the  rail- 
road was  to  receive  as  its  revenue  one-half  the  current  through  rates. " 
One  of  the  most  important  features  of  the  contract  was  a  provision 
that  "all  joint  mtes  for  tne  joint  transportation  of  oil  from  any 
delivery  point  of  the  local  pipe  division  aforesaid  to  an}'^  refining  or 
t'M-minal  point  shall  be  fixed  by  the  railroad  compan}',  subject  to  the 
advice  and  concurrence  of  the  transit  company. '''^^ 

The  second  contract  of  the  same  date  provided  that  instead  of  deliv- 
ering oil  to  the  railroad  at  Milton,  Pa.,  the  National  Transit  Com- 
pany might  perform  the  actual  serv^ice  of  transportation.  In  this 
event  it  was  to  receive  for  this  service  not  less  than  6  cents  nor  more 
than  10  cents  per  barrel  out  of  the  revenue  which  would  otherwise 
have  gone  to  the  railroad  company.  This  was  on  what  was  termed  in 
the  contract  ''Philadelphia  oil."  On  ''New  York  oil"  the  allowance 
to  the  pipe  line  was  1  cent  per  barrel  more. 

Under  these  contracts,  and  undoubtedly  as  a  consequence  of  them, 
the  National  Transit  Company's  charge  of  4.5  cents  per  barrel  for  the 
transportation  of  crude  oil  from  Pennsylvania  wells  to  tide  water  was 
maintained  as  the  open  rate  of  the  railroad  for  many  years,  continuing 
in  etfect  until  1894,  when,  as  above  stated,  there  was  a  slight  advance. 
That  the  effect  of  this  contract  was  to  maintain  mtos  has  })een  prac- 
ticaUy  admitted  by  the  Pennsylvania  Railroad  Conipan\',^  which,  how- 
ever, contended  that  the  rate  was  a  reasonable  one,  since  in  most  cases 
it  was  equivalent  to  from  t>  to  7  mills  per  ton  per  mile. 

o  Italics  by  Bureau. 

^Decision  of  Interstate  Commerce  Commission  in  complaint  of  Independent 
Befinere'  Association  of  Titnsville,  etc.     I.  C.  C.  Reix)rta,  vol.  5,  No.  1().S. 
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Incidentally  it  may  be  noted  that  the  stipulation  in  the  second  agree- 
ment, that  the  National  Transit  Company  nhould  receive  not  less  than 
6  cente  per  barrel  in  case  it  actually  performed  the  service  of  trans- 
portation, may  fairly  be  interpreted  as  indicating,  approximately  at 
least,  the  actual  operating  expense  to  that  company  of  pjpage.  There 
cm\  be  little  doubt  that  this  expense  has  since  been  reduced  by  improved 
methods. 

According  to  representatives  of  the  Pennsylvania  Bailroad  Company, 
this  contract  became  inoperative  in  1892,  but  it  was  not  actually  can- 
celed until  May,  1905,  after  the  investigation  of  the  oil  industry  by 
the  Bureau  had  been  actively  commenced. 

Whether  or  not,  as  the  railroads  maintain,  rates  on  crude  oil  from 
the  Pennsylvania  oil  fields  to  the  seaboard  are  reasonable,  the  fact 
remains  that  they  are  virtually  prohibitive  in  competition  with  pipe 
lines.  The  principal  pipe-line  sj^stems,  those  of  the  Standard  Oil 
Company,  while  thus  able  to  transport  oil  at  figures  which  would  be 
ruinous  to  railroads,  nevertheless  demand  practically  the  same  charge 
as  the  i-ailroad  rate  from  any  prospective  shipper.  The  Standard  Oil 
Company's  pipe  lines  in  the  East  are  theoretically  common  carriers, 
but  pi-actically,  as  a  result  of  the  exorbitant  pipage  charge  and  of 
other  causes  as  well,  they  are  not  available  for  shippers  generally, 
transporting  only  the  oil  of  the  Standard  Oil  Company  itself. 

It  is  true  that  the  United  States  Pipe  Line  Company  is  now  in  suc- 
cessful operation.  This  pipe  line,  however,  is  a  small  one,  and  prac- 
tically confines  its  service  to  a  group  of  allied  interests,  including  about 
half  the  independent  refiners  of  Pennsylvania.  This  company,  it  niay 
be  noted,  chiefly  pipes  refined  oil  instead  of  crude,  and  most  of  the 
refined  oil  transported  is  sent  abroad.  The  crude-oil  line  is  only  4 
inches  in  diameter,  while  those  of  the  Standard  are  6  or  8  inches,  and 
each  can  tjarry  from  two  to  four  times  as  much  as  the  crude  pipe  line 
of  the  United  States  Company.  This  pipe  line  has  a  constructive 
charge  for  piping,  which,  in  the  case  of  refined  oil,  is  35  cents  per 
barrel,  and,  in  the  case  of  crude  oil,  27.22  cents  per  barrel.  Recently 
a  temporary  reduction  has  been  made  in  the  case  of  refined  oil  to  20 
cents  per  barrel.  The  company,  however,  actually  buys  the  oil  which 
it  takes  into  its  pipe  lines,  making  settlement  by  deducting  from  the 
market  price  at  seaboard  its  constructive  pipage  charges.  Although 
these  are  much  below  those  of  the  railroads  or  those  of  the  Standard 
Oil  Company,  independent  producers  are  unable  to  take  advantage  of 
the  lines  of  this  company,  except  by  selling  their  oil  to  it. 

Section  5.  Eail  rates  on  crude  and  refined  oil  &om  western  Fennsylyania 
to  the  seaboard. 
The  advantages  derived  by  the  Standard  Oil  Company  from  its  sea- 
board location  will  l)o  discussed  in  more  detail  in  later  portions  of  this 
report.    It  may  be  noted  here,  however,  that  the  disadvantages  of  the 
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independent  refiner  in  the  interior  are  not  confined  to  rates  on  crude 
oil.  When,  in  1884,  these  rates  were  advanced,  the  rail  charges  on 
refined  oil  were  also  raised.  Thus,  the  rate  on  refined  oil  from  the 
Oil  City  district  to  New  York  Harbor,  after  dropping  from  $1.90  per 
barrel  in  1877  to  50  cents  in  1879,  and  remaining  at  48  cents  per  barrel 
from  1881  to  1884,  was  then  advanced  to  52  cents  per  barrel,  and  again 
in  1894  to  16i  cents  per  hundred,  or  about  53  cents  per  barrel.  This 
is  the  rate  on  oil  in  tank  cars.  The  rate  in  barrels  in  the  meantime  ha .^ 
been  advanced  from  48  cents  to  66  cents  per  barrel,  the  rate  per  hundrCv! 
pounds  being  the  same  at  present  on  bulk  oil  in  tank  cars  as  on  oil  in 
barrels,  including  the  weight  of  the  barrel.  Thus,  in  the  case  of  both 
crude  and  refined  oil,  the  open  changes  in  railroad  rates  from  western 
Pennsylvania  to  the  seaboard  have  operated  against  the  independent 
refiner. 

It  will  be  noted  that  since  1894  the  railroads  have  charged  exactly 
the  same  rate  on  crude  oil  in  tank  cars  as  on  refined.  In  the  early 
days,  before  the  construction  of  pipe  lines,  a  sharp  distinction  was 
made.  Thus,  in  1877,  the  open  rate  on  cnide  oil  from  the  Oil  City  dis- 
trict to  New  York  Harbor  was  $1.40  per  barrel,  whereas  the  rate  on 
refined  oil  was  $1.90  per  barrel.  In  other  words,  the  refined-oil  rate 
was  about  85  per  cent  greater  than  that  on  crude.  Similarly,  from 
Glean  to  New  York  Harbor  the  crude-oil  rate  in  1887  was  $1.15  per 
barrel,  whereas  the  charge  on  refined  oil  was  $1.90  per  barrel. 

It  seems  that  the  railroads  might  properly  make  a  distinction  between 

crude  and  refined  oil.     Such  a  distinction  is  made  in  California  and 

Texas,  where  crude  oil  is  generally  transported  at  a  very  much  less 

charge  than  that  imposed  upon  the  finished  product.     This  is  perhaps 

hardly  a  fair  comparison  with  the  East,  since  California  and  Texas 

crude  oil  commands  an  exceedingly  low  price,  whereas  the  crude  oil 

of  Pennsylvania  fields  is  itself  a  very  valuable  product.     But  under 

the  common  practice  of  railroads  in  partiall}^  equalizing  competitive 

conditions  in  the  adjustment  of  tariffs,  it  would  seem  entirely  just  and 

proper  that  they  should  enable  the  independent  refiner  to  get  his  crude 

oil  to  favorable  distributing  points  before  refining.     It  is  true  that 

this  would  tend  to  take  away  some  traffic  in  refined  oil  from  the  trunk 

line^  reaching  the  Pennsylvania  oil  fields;  but  the  course  which  the 

railroads  have  followed  has  destroyed  their  traffic  in  crude  oil,  whereas 

a  more  liberal  policy  would  undoubtedly  have  tended  to  l)uild  up  more 

and  larger  independent  plants,  from  which,  even  though  located  at  the 

seaboard,  these  roads  would  undoubtedly  have  obtained  a  large  amount 

of  traflic. 

n.  SECRET  RAILBOAD  BATES. 

The  opportunity  of  the  Standard  Oil  Company  to  take  advantage  of 
discriminating  railroad  rates  by  reason  of  the  diversified  location  of  its 
refineries  has  already  been  mentioned.  This  is  forcibly  illustrated  in 
the  case  of  special  secret  rates  of  several  railroads  in  the  Northeastern 
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States,  particularly  the  Pennsylvania  Railroad,  the  Rutland  Railroad 
and  the  Central  Vermont  Railway. 

Bection  6.  Secret  rates  of  the  Pennsylyania  Bailroad. 

A  flagrant  instance  of  discrimination  in  favor  of  the  Standard  Oil 
Company  was  discovered  in  the  course  of  the  investigation  of  the 
records  of  the  Pennsylvania  Railroad  Company  on  shipments  from 
Olean,  N.  Y.  Olean  is  in  the  southwestern  part  of  the  State  near  the 
Pennsylvania  line,  106  miles  from  Rochester  and  70  miles  from  Buffalo. 
It  is  in  the  neighborhood  of  the  group  of  independent  refining  centers 
in  northwestern  Pennsylvania  already  noted,  including  Warren,  Claren- 
don, Struthers,  Bradford,  Titusville,  and  Oil  City.  The  relative  posi- 
tion of  these  refining  points  is  indicated  on  the  accompanying  map. 

Olean  is  exclusively  a  Standard  Oil  Company  shipping  point,  the 
only  refinery  there  being  that  of  the  Vacuum  Oil  Company,  a  subsidi- 
ary concern  of  the  Standard.  On  the  other  hand,  Warren,  Struthers, 
Bradford,  Titusville,  and  Clarendon  are  exclusively  independent 
refining  points.  This  group  of  towns  is,  roughly,  from  60  to  80  miles 
distant  from  Olean,  and  might  reasonably  be  expected  to  secure  rates 
into  Rochester  jind  Buffalo  which  would  correspond  with  those  from 
Olean  after  allowing  for  the  increase  in  distance,  if,  indeed,  on  the 
principle  of  equalizing  competitive  conditions,  they  were  not  given 
precisely  the  same  rate.  It  is  the  general  policy  of  railroads,  in  fixing 
rates,  to  make  them  relatively  higher  for  short  than  for  long  distances, 
since  the  initial  and  terminal  expenses  are  ordinarily  as  great  in  one 
case  as  in  the  other.  On  a  long  haul  a  comparatively  short  distance 
between  two  or  more  shipping  points  would  ordinarily  be  ignored,  and 
such  points  would  be  given  the  same  rate  to  a  common  destination. 
On  shipments  from  the  group  of  refining  points  mentioned  to  desti- 
nations no  more  distant  than  Buffalo  or  Rochester  a  complete  ei^ual- 
ization  of  rates  would  perhaps  hardl}^  be  expected,  but  the  differenceb 
of  rate  should  not  be  so  great  proportionately  as  the  differences  of 
distance. 

Instead  of  any  such  equitable  adjustment  of  rates,  the  investigation 
of  the  Pennsylvania  Railroad  Company's  records  developed  secret 
rates  of  a  most  discriminatory  character  in  favor  of  Olean  on  ship- 
ments to  Noveral  points  mentionod  below.  These  rates,  furthermore, 
wcro  mainly  used  in  connection  with  blind-billing.  By  blind-billing, 
as  is  more  fully  explained  on  page  7G,  is  nieant  the  use  of  a  waybill 
which,  instead  of  showing,  as  is  usual,  the  rate  and  amount  of  freight 
chai'L'^os,  omits  both  these  items.  Freight  charges  on  such  blind- 
})ili  shipments  are  collected  directly  by  the  general  oflSce  of  the  rail- 
road instead  of  through  the  local  agent  at  the  station  of  origin  or 
destination. 

Although  the  Pennsylvania  Railroad  Company  employed  blind-bill- 
ing from  Olean  in  the  case  of  some  rates  which  we/'e  published,  the 
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most  important  oil  rates  applied  in  connection  with  blind-billing  were 
of  a  distinctly  secret  character,  the  authority  being  in  the  form  of 
typewritten  orders  conspicuously  labeled  in  large  type  "Not  to  be 
posted.''  In  earlier  years  there  were  several  of  these  so-called  rate 
orders  covering  blind-billing  of  oil  from  Olean,  but  in  January,  1906, 
the  more  important  of  these  rates  were  consolidated  in  a  single  rate 
order  (No.  S-83).  As  the  rates  were  the  same  as  those  in  effect  in 
1904,  a  copy  of  this  recent,  order  is  here  given  instead  of  copies  of 
the  various  earlier  orders. 


NOT  TO  BE  POSTED. 

Pennsylvania  Railroad  CJompany. 

Philadelphia,  Baltimore  &.  Washington  Railroad  Company. 

Northern  Central  Railway  Company. 

West  Jersey  &  Seashore  Railroad  Company. 

Office  of  the  Division  Freight  Agent. 

Buffalo,  N.  Y.,  Jan.  Isty  1906. 
Agents,  Buffalo,  N.  F.,  OUan,  N.  K,  and  Rochester /N.  Y. 
Dbab  Sir:  You  will  chai^  the  rates  named  helow  on  shipments  from 
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(Between  )OleaJi,N .  Y.,and— 

Rochester.  N.  Y 

Genesee  Jet.,  N.Y 


Articles. 


Petroleum  and  its  products. 

Barrel . 

(The  above  rates  will  apply  in  both  directions. ) 
Petroteum  and  Us  products. 


Rates. 


Per. 


In  lots  of. 


Capacity  of  tank. 
21.000  lbs.  min. 


(Between)    Buffalo,  N.  Y. 
and  Olean,  N.  Y. 


/In  tank  cars, 
tinl 


loe 

V2U 


box  cars 
(The  above  rates  will  apply  in  both  directions.) 

Petroleum  and  its  products. 


Barrel ...    Capt.  of  tank. 
...    24,000  lbs*,  min. 


From    Buffalo.    N.   Y.,   to 
Rochester,  N.  Y. 


[In  tank  cars . 
[In  box  cars. . 


15« 
200 


Barrel . 


Capt.  of  tank. 
24,000  lbs.  min. 


This  cancels  Rate  Order  No.  S14S7,  dated  Aug.  12th,  1903,  and  No.  1530.  dated  Oct.  8tli,  190:i. 

File  26531 
Old  FUe  5385. 
L. 


All  rates  are  governed  by  the  rules  and  regulations  of  classification  in  effect 
at  time  of  shipment,  unless  otherwise  noted. 


THIS  ORDER  DOBB  NOT  EXPIRE  WITH   THE   CALENDAR   YKAK,    UUT    KEMAINS   IN  EFFECT 

UNTIL   REVOKED. 


Yours  truly. 
Copy  to  auditor. 


File. 


(Signed) 


E.  T.  Johnson,  Divmon  Freight  Agmt. 
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The  secret  natare  of  these  rates  is  suggested  by  the  instructions  not 
to  post.  Officials  of  the  Pennsylvania  Railroad  Company  did  not  pre- 
tend that  these  rates  were  either  posted  or  filed  with  the  Interstate 
Commerce  Commission,  maintaining  that  these  were  State  rate^,  and 
as  such  were  not  required  to  be  either  posted  or  filed. 

The  contention  that  these  rates  were  secret  is  not  based  on  this 
failure  to  file  them,  nor  altogether  on  the  instructions  not  to  post 
them;  but  in  view  of  these  circumstances  and  the  further  fact  that 
these  rates  were  only  one-fourth  to  one-third  the  open  rates  from 
Olean  and  other  competitive  points,  that  they  were  used  in  connec- 
tion with  blind-billing  and  that  they  were  wholly  unknown  to 
the  competitors  of  the  Standard,  there  can  be  no  doubt  that  they 
w«re  secret.  It  may  be  noted  further  that  a  large  number  of  other 
State  rates  of  the  Pennsylvania  from  Olean  and  other  points  were  filed 
with  the  Interstate  Commerce  Commission. 

While  this  order  is  addressed  to  local  agents,  it  was  apparently  sent 
to  the  auditor  only.  In  any  event,  the  rates  named  were  not  entered 
by  the  local  agents  on  the  billing. 

Olean-Rociiester  bate. — ^The  most  important  of  the  rates  covered 
by  this  rate  order  is  that  of  9  cents  per  barrel  (of  50  gallons)  on  oil  in 
tank  cars,  in  effect  from  Olean  to  Rochester.  This  is  equivalent  to 
about  2.8  cents  per  hundred  pounds,  the  Weight  per  barrel  in  tank 
cars  being  taken  at  320  pounds.  The  rate  of  II  cents  per  barrel  on 
oil  in  barrels  from  Olean  to  Rochester  amounts  to  practically  the  same 
per  hundred  pounds,  a  barrel  and  its  contents  being  arbitrarily  as- 
sumed by  railroads  to  weigh  400  pounds.  The  Pennsylvania  Railroad 
Company,  it  may  be  noted,  had  in  1904  no  published  tariff  rat-e  on 
petroleum  from  Olean  to  Rochester.  Its  open  rate  on  lard  and  linseed 
oil  was  9  cents  per  hundred  pounds.  The  better  basis  of  comparison, 
however,  is  with  the  published  rate  of  the  Erie  Railroad  Company 
on  petroleum  from  Olean  to  Rochester,  which  is  lOi  cents  per  hundred 
pounds,  or  33.6  cents  per  barrel.  This,  moreover,  was  the  fifth-class 
rate  of  the  Pennsj^lvania  to  Rochester  in  19()4.  In  other  words,  the 
Vacuum  (Standard)  Oil  Company  at  Olean  secured  an  advantage  from 
the  Pennsylvania  Railroad  Company  on  shipments  into  Rochester  of 
7.7  cents  per  hundred  pounds,  or  nearly  25  cents  per  barrel,  as  against 
the  open  rate  of  the  Erie  Railroad.  This  is  equivalent  to  about  one- 
htilf  cent  per  gallon,  a  figure  which  to  the  average  independent  refiner 
would  mean  a  satisfactory  profit  on  his  business. 

The  pronounced  discrimination  effected  by  this  secret  rate,  as  com- 
pared with  charges  from  independent  refining  points  in  western  Penn- 
sylvania, is  clearly  brought  out  by  the  following  table,  showing  the 
distances  from  Olean  and  several  independent  points  to  Rochester, 
together  with  the  i-ates. 


MAP  COMPARING  OIL    RATES    FROM  OLEAN,  N.  Y.,  AND   FROM   8TRUTHER8   AND  OIL 
CITY,  PA.,  TO  ROCHESTER  AND  BUFFALO. 


CLEAN    RATES. 
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0MPARI9ON  OF  OIL  RATES  AND  OF  DISTANCES  FROM  VARIOUS  POINTS  TO  ROCHESTER 
VIA  THE  PENNSYLVANIA  RAILROAD,  1904. 


To  Rochester  f  rom— 

Distance. 

Rate  per 
barrel  .a 

To  Rochester  f  rom— 

Distance. 

Rate  per 
barrel.a 

Hean 

MiUs. 
106 
174 
223 

CenU. 
9 

46.4 
88.4 

Struthers 

165 
222 
167 

CenU. 
S8  4 

larendon 

TitOBYiUe 

ft45 

MlCily 

Warren 

46.4 

A  In  tank  cars. 


h  Rate  in  wood  barrels. 


[Note.— These  are  rates  of  the  Pennsylvania.  The  Lake  Shore  had  a  rate  oi  38.4  cents  in  tank  cars 
[n»m  TitUKville  and  Warren  after  July,  1904.] 

From  the  foregoing  table  it  will  be  seen  that  against  a  i^ate  of 
9  cents  per  barrel  in  tank  cars,  allowed  to  the  Vacuum  Oil  Company 
on  shipments  to  Rochester  from  Olean,  a  distance  of  106  miles,  inde- 
pendent shippers  at  Struthers  were  charged,  and  they  actually  paid,  in 
some  instances,  a  rate  of  12  cents  per  hundred  pounds  for  a  distance  of 
165  miles.  This  rate  of  12  cents  per  hundred  pounds  from  Struthers 
to  Rochester  is  equivalent  to  38.4  c^nts  per  barrel  on  oil  in  tank 
cars.  In  other  words,  for  a  distance  of  about  one  and  one-half  times 
that  from  Oiean  into  Rochester,  independent  shippers  at  Struthers 
were  charged  considerably  more  than  four  times  the  secret  Olean- 
Rochester  rate  enjoyed  by  the  Vacuum  Oil  Company  under  blind- 
billing.  The  enormous  disparity  between  the  two  rates  is  aggravated 
by  the  fact,  already  alluded  to,  that  under  usual  railroad  practice  there 
would  be  a  tendency  toward  equalization  of  the  rate  from  Struthers 
with  that  from  Olean.  The  Erie  Railroad  Company's  rate  of  lOi  cents 
per  hundred  pounds  from  Olean  to  Rochester,  as  compared  with  the 
rate  of  12  cents  per  hundred  pounds  from  Struthers  via  the  Pennsyl- 
vania, indicates  what  the  railroads  themselves  consider  a  normal  rela- 
tion between  the  rates  from  these  points.  Ifis  not  surprising,  in  view 
of  this  marked  discrimination  in  favor  of  Olean  by  the  secret  rate  of 
the  Pennsylvania  Railroad,  that  local  shipments  from  Struthers  into 
Rochester  were  very  infrequent. 

From  Oil  City,  which  is  223  miles  from  Rochester,  the  oil  rate  is 
the  same  as  from  Struthers.  This  ignoring  of  a  difference  of  about 
50  miles  in  distance  between  Struthers  and  Oil  City  brings  out  only 
nore  forcibly  the  discrimination  in  favor  of  Olean,  and  makes  it  still 
ess  possible  to  defend  it  on  the  ground  of  length  of  haul. 

The  situation  of  Struthers  in  comparison  with  Olean,  in  shipping 
)il  to  Rochester,  is  substantially  the  same  as  that  of  the  other  inde- 
pendent refining  centers  in  its  vicinity.  From  some  of  these,  how- 
ever, the  rate  of  the  Pennsylvania  is  14i  cent«  per  hundred  pounds,  or 
16.4  cents  per  barrel,  thus  placing  these  points  at  a  still  further  dis- 
idvantage  as  compared  with  Olean. 
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The  diHcriminatory  character  of  this  9-cent  rate  is  further  brought 
out  b}'  the  following  table,  comparing  it  with  thqse  from  several 
independent  refining  points  on  a  ton-mile  basis: 

COMI»ARISON    OF  OIL   RATES    PER   TO.n"    PER  MILE   PROM  VARIOUS    POINTS   TO 

ROCHESTER,  1904. 


To  Rochestor 
from— 

DhjtAnce. 

Rate  per 
ton. 

Rate  i)er 
ton  per 
mile. 

To  Rochester 
from— 

Distance.!  R^^^P*^ 

Rate  per 
tenner 
mile. 

Olean' 

106 

«0.56 
2.40 
2.40 

Cenis. 
0.53 
1.45 
1.08 

Clarendon 

MOes. 
174 
222 
167 

12.30 
2.81 
2.30 

Cents, 
1  32 

Struthere 

Oil  City 

lfi5 
22$ 

TitiiHvillo 

1  27 

Warren 

1.38 

A  comparison  of  these  rates  with  the  fifth-class  rates  from  the  same 
points  also  indic4itcs  in  a  striking  manner  the  discriminatory  character 
of  the  rate  of  9  cents  per  barrel  from  Olean.  The  fifth-class  rate  is 
the  one  most  nearl}"  corresponding  to  the  oil  rate  in  the  Middle  Atlantic 
States,  and  is  the  one  frequently  applied  to  petroleumoil  in  the  absence 
of  a  commodit}^  tariff.  The  fifth-class  rate  in  1904  from  all  the  independ- 
ent refining  pointi^  named  in  the  preceding  tables  to  Rochester  was  11 
cents  per  hundred  pou  nds,  and  from  Olean  lOi^  cents  per  hundred  pounds. 
The  rate  on  oil  from  Olean,  however,  was  but  2.8  cents  per  hundred 
pounds,  while  from  the  competitive  points  named  it  was  from  12  tc 
14i  cents.  Thus,  against  a  difference  in  these  fifth-class  rates  of  only 
one-half  cent  per  hundred  pounds,  Olean  obtained  an  advantage  in  the 
oil  rate  of  from  about  9  to  12  cents  per  hundred.  This  enormous 
advantage  was  simplv  prohibitive  against  the  independent  refiner. 

The  movement  of  oil  from  Oiean  to  Rochester  at  this  9-cent  rate 
was  very  large,  amounting  in  the  year  1904  to  over  460,000  barrels, 
as  will  be  seen  from  the  lollowing  table,  giving  the  tank-car  shipments 
for  eacli  month.  The  vohime  of  shipments  in  barrels,  on  which  the 
secret  rate  of  11  cents  per  barrel  was  applied,  is  also  shown. 


VULl'MK  OF  SHII'MKNTS  FROM   OLEAN  TO   ROCHESTER  IN  TANK  CARS  AND  IN 

BAURKI^,  1904. 


Month.  IVKM. 


.lammry  . 

Fehnmry 

Maroyi . . . 
^  April  .... 
'  Mny 

Jiiiie 

July 


43,  SOi                  450 
?,'l,\\\'l                  ISO 

Month,  1904. 

InUnk 
cani,  at 
9  cents 
per  bar- 
rel rate. 

Inbarreli, 

at  11  cents 

per  barrel 

rate. 

Augunt 

Barrtls. 
89.061 
47,453 
41,184 
4S,396 
43,616 

Barrtts, 
540 

Soptcml>cr 

609 

',V^,  ;)0()                  122 

Oi'tohtT 

61S 

29, 7G'J                  ISO 

NovenilKT 

120 

27. 470                  'M) 

December 

2tt 

Totiil 

:r.,27y              tU).> 

463.905 

4,  aw 

3(i,2:^0  ;               420 
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Accepting  the  published  rate  of  10^  cents  per  hundred  pounds,  or 
33.6  cents  per  barrel,  of  the  Erie  Railroad  as  the  proper  basis  for 
comparison  in  the  absence  of  a  published  rate  over  the  Pennsylv^ania, 
the  saving  to  the  Standard  Oil  Company  on  its  shipments  into 
Rochester  in  the  year  1^04  would  amount  to  approximately  $115,000. 
Obviously  this  sum  alone  can  not  be  considered  as  fully  measuring 
the  benefit  of  this  rate  to  the  Standard  Oil  Company.  The  immense 
advantage  which  this  special  rate  gave  that  company  in  depriving  indci- 
pendent  refiners  of  markets  and  in  thus  increasing  the  volume  of  its 
sales  must  also  be  considered. 

The  traflSc  manager  of  the  Standard  Oil  Company,  in  discussing  the 
secret  rate  of  the  Pennsylvania  Railroad  from  Olean  to  Rochester, 
argued  that  it  was  intended  to  cover  unfinished  products  which  wore 
to  be  treated  and  finished  at  the  Rochester  refinery.  He  declared  that 
unless  low  rates  had  been  made  on  such  products  the  Standard  would 
have  built  a  pipe  line  between  the  Olean  and  Rochester  plants.  The 
obvious  answer  to  this  argument  is  that  this  rate  applied,  imtil  ver}^ 
recently,  as  far  as  shipments  to  Rochester  are  concerned,  to  both 
finished  and  unfinished  products.  The  shipments  of  finished  products 
at  this  rate  in  1904  exceeded  1,000  cars.  Furthermore,  the  injustice 
of  allowing  an  especially  low  i-ate  on  unfinished  products  to  the  Stand- 
ard Oil  Company  exclusively  is  forcibly  emphasized  by  the  treatment 
of  crude  oil  by  railroads  running  to  the  Atlantic  seaboard.  It  would 
be  an  enormous  advantage  to  independent  refiners  in  the  interior  if 
the  railroads  would  make  low  rates  on  crude  oil,  since  this  would  tend 
to  enable  such  refiner's  to  establish  plants  at  tidewater  and  thus  gain 
ready  access  to  the  great  consuming  markets  on  the  coast.  Instead 
of  this,  as  already  shown,  crude  oil  is  charged  exactly  the  same  nite 
as  refined  oil  from  the  Pennsylvania  fields  to  tidewater. 

Olean-Genesee  Junction  rate. — There  was  no  published  tariff 
in  1904  on  petroleum  oil  from  Olean  to  Genesee.  Junction,  wliich  is 
the  junction  of  the  Pennsylvania  with  the  southern  or  Auburn  divi- 
sion of  the  New  York  Central.  As  the  latter  point  is  only  a  short 
distance  from  Rochester,  it  would  presumably  tjike  the  sjime  rate  as 
Rochester  under  a  published  tariff.  It  did  take  the  same  under  tlie 
secret  rates  of  the  Pennsylvania,  viz,  i)  cents  per  ])arrel  in  ttmk  cars 
and  11  cents  in  barrels.  No  further  comment  is  needed  on  the  dis- 
criminatory character  of  this  rate.  The  volunje  of  l)usiiiess  to  Genesee 
Junction,  however,  is  relatively  unimportant,  amountiii<(  in  the  year 
1904  to  about  9,000  barrels  in  tank  cars  and  to  rather  more  than 
1,500  barrels  in  wood. 

Olean-Buffalo  rate. — As  in  the  case  of  Rochester,  there  was  no 
published  tariff  on  petroleum  over  the  Pennsylvania  Railroad  fioni 
Clean   to  Buffalo.     The  rate   from    Bradford,  Pa.,  however,   which 
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would  normally  be  the  same  a^  from  Olean,  was  10  cents  per  hundred 
pounds,  or  32  cents  per  barrel,  and  this  rate  applies  to  practically  all 
the  independent  refining  points  of  western  Pennsylvania.  Against 
this  rate  to  independent  refiners  the  Vacuum  ^Standard)  Oil  CJorapany, 
at  Olean,  obtained  from  the  Pennsylvania  Railroad  Company  a  rate  of 
10  cents  per  barrel  in  tank  cars  and  a  rate  of  12i  cents  per  barrel  in 
box  cars.  These  rates  are  equivalent  to  a  little  more  than  3  cents  per 
hundred  ix)unds,  the  weight  of  a  barrel  in  tank  cars  being  estimated 
at  320  pounds  and  in  wood  at  400  pounds.  The  discrimination  against 
independent  refiners  in  this  instance  is  clearly  brought  out  by  the  fol- 
lowing table: 


COMPARISON   OF   OIL   RATES    AND   OF  DISTANCES   FROM  VARIOUS   SHIPPING    POINTS 
TO  BUFFALO  VIA  PENNSYLVANIA  RAILROAD,  1904. 


To  Buffalo  from- 


DlstanceJ^^;^^^ 


Olain,  N.Y.... 
Bradford,  Pa  .. 
Clarendon,  Pa. 
Oil  City,  Pa.... 


MiUi. 
70 
92 
182 
188 


OaUa. 

bsa 

82 
82 


To  Buffalo  f  rom- 


Rouscville,  Pa . 
Stnithera.  Pa... 
Tltusvllle,  Pa.. 
Warren,  Pa 


Distance. 


Miles. 
134 
126 
121 
124 


Rate  per 
barrel. 


CknU, 


82 
32 
82 
82 


n  This  rate  applied  to  tank  oars  only.    The  rate  in  wood  from  Olean  was  121  centit  per  barrel. 
bThis  waMthc  rate  of  the  Pennsylvania:  the  Eric  Railroad  had  a  rate  of  8|  cents  per  hundred 
poiindH,  or  27.2  centi<  per  barrel,  in  tanks,  and  84  cents  in  wood. 

From  the  alwve  table  it  will  be  seen  that  the  distance  from  Olean 
to  Buffalo  is  70  miles  and  from  Bradford  to  Buffalo  92  miles.  For 
an  additional  haul  of  22  miles,  therefore,  there  was  an  increase  in  the 
rate  of  22  cents  per  barrel;  or,  against  an  increase  of  about  30  per  cent 
in  the  distance  there  wasian  increase  of  over  20<)  per  c^nt  in  the  rate. 
On  a  car  of,  say,  225  barrels  the  difference  in  favor  of  Olean  would  be 
$49.50.  With  such  an  advantage  possessed  by  the  Standard  Oil  Com- 
pany, local  shipments  of  refined  oil  from  the  independent  points 
named  to  Buffalo  were  naturally  unimportant.  The  discrimination 
was  ])rohibitive  in  favor  of  the  Standai-d  Oil  Company. 

It  is  important  to  note  that  in  respect  to  the  various  indei)endent 
points  mentioned  in  the  table,  the  Pennsylvania  Kailroad  Company, 
following  the  recognized  policy  of  railroads  in  making  commodity 
nites,  ignored  moderate  differences  in  distance  in  order  to  put  several 
conii>eting  interests  on  an  equal  footing  in  respect  to  a  large  market. 
Thus  the  rate  was  uniformly  32  cents  per  barrel  for  these  independent 
l>oiiits,  although  the  distiince  varied  from  92  miles  in  the  case  of 
Bradford  to  188  miles  in  the  case  of  Oil  Cit3\  This  policy  of  equalizing 
rates  from  these  independent  shipping  points  emphasizes  the  great 
(iiserimination  in  favor  of  Olean. 

A  further  indication  of  the  discriminatory  character  of  this  rate  of 
10  cents  per  barrel  from  Olean  to  Buffalo  may  be  obtained  from  the 
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following^  table,  which  eooipares  it  with  tho;i»e  from  several  imlepeiid- 
ent  points  on  a  ton-mile  ba«i«: 


C0MPAEI80N  OF  RATES  PER  TON  PER  MILE  FROM  VARIOUS  POINTS  TO  BUFFALO,  1904 

To  Bufblo  f  rom— 

Distance. 

Rate  per 
ton. 

Bate  pier 
ton  per 
mile. 

To  Buffalo  from— 

Distance. 

Rate  per 
ton. 

Rate  per 
ton  per 
mile. 

OIc*n                  .... 

XUa. 
70 
92 
126 

to.  625 
2.00 
2.00 

OentM. 
0.S9 
2.17 
1.69 

Oil  City 

MiU8. 
138 
184 

92.00 
2.00 

Qmte. 
1.46 

BnulCortl 

Rouseyille 

1.49 

Strathen> 

From  this  comparison  it  appears  that  whereas  Olean,  bein^  nearer 
Buffalo  than  any  of  the  other  points,  would  normally  take  a  higher  rate 
per  ton  per  mile,  it  actually  takes  not  only  a  lower  rate  per  ton  per 
mile,  but  a  very  much  lower  one. 

This  rate  of  10  cents  per  barrel  from  Olean  to  Buffalo  is  equivalent 
to  about  3.1  cents  per  hundred  pounds.  Its  discriminatory  character 
is  further  brought  out  by  the  following  comparison  of  this  and  rates 
on  oil  from  independent  shipping  points  to  Buffalo  with  the  corre- 
sponding fifth-class  rates; 

COMPARISON  OF  OIL  RATES  AND  FIFTH-CLASS  RATES  FROM  OLEAN  AND  FROM 
COMPETING  POINTS  TO  BUFFALO,  1904. 

[Rates  in  cents  per  hundred  pounds.] 


To  BuiZalo  ixoiBr- 

Fifth- 
class 
rate. 

Oil  pate, 

Oil  rate 

above 

flftfa-class 

rale. 

To  Buffalo  from— 

Fifth- 
class 
rate. 

Oil  rate. 

Oil  rate 

above 

fifth-class 

rate. 

Otfwn 

8.5 

9 

8.5 

S.1 
10 
10 

-6.4 

1 
1.6 

Oil  City 

9.6 
9.6 

10 
10 

0.6 

RouseviUe 

.6 

Stpithem 

• 

a  Below  fifth-class  rate. 

It  will  thus  be  seen  that  the  oil  rates  to  Buffalo  arc  higher  than  the 
fifth-class  rates,  with  the  single  exception  of  Olean.  The  rate  from 
that  point  is  not  only  below  the  fifth-class  rate,  but  very  much  below  it, 
amounting  in  fact  to  less  than  40  per  cent  of  it.  The  actual  reduction 
from  the  fifth-class  rate  is  5.4  cents,  whereas  the  other  oil  rates  are 
from  i  to  li  centd  above  the  corresponding  fifth-class  rates.  The  net 
advantage  of  Olean  on  the  basis  of  a  comparison  with  fifth-clasn  rates, 
therefore,  is  the  sum  of  these  differences,  and  varies  from  5.9  cents  to  0.9 
cents  per  hundred  pounds,  or  from  about  19  cents  to  22  cents  per  barrel. 
As  is  more  fully  explained  on  page  69,  it  is  not  intended  by  this  com- 
parison to  imply  that  the  fifth-class  rate  is  necessarily  the  proper  rate 
to  apply  to  petroleum;  but,  in  the  absence  of  speeitil  circumstances, 
which  do  not  exist  in  respect  to  the  group  of  shipping  points  men- 
tioned, there  should  be  no  decided  differences  in  the  relationship  of  the 
oil  rates  to  the  fifth-class  rates  from  these  points,  unless  for  the  purpose 
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of  equalizing  the  former  in  spite  of  slight  variations  in  the  class  rate. 
Such  equalization  of  oil  rates  is  practiced  in  the  case  of  Bradford, 
Struthers,  Oil  City,  and  Rouseville.  In  the  case  of  Olean  alone  there 
has  been  a  departure  from  the  general  relationship  between  the  oil 
rate  and  the  class  rate,  and  the  result  of  this  departure,  as  clearly 
shown,  is  to  produce  a  very  decided  discrimination  in  favor  of  Olean, 
or,  in  other  words,  in  favor  of  the  Standard  Oil  Company. 

The  volume  of  business  from  Olean  to  Buffalo  on  these  secret  rates, 
while  much  less  than  that  moved  to  Rochester,  was  nevertheless  consid- 
erable. During  1904  the  Standard  shipped  55,925  barrels  in  tank  cars 
at  the  10-cent  rate  and  335  barrels  in  box  cars  at  the  12i-cent  rate. 

Buffalo-Rochester  rate. — ^The  secret  rates  of  the  Pennsylvania 
from  Buffalo  to  Rochester — 15  cents  per  barrel  on  oil  in  tank  cars  and 
20  cents  per  barrel  in  wood — while  open  to  objection  on  account  of  their 
secrecy,  are  less  important  than  the  rates  from  Olean  to  Rochester 
and  to  Buffalo,  because  the  volume  of  business  moved  under  them  was 
comparatively  small.  The  Pennsylvania  Railroad  had  no  published 
rate  on  oil  from  Buffalo  to  Rochester.  The  rate  of  the  New  York 
Central,  under  a  tariff  issued  in  January,  1903,  was  9^  cents  per  hun- 
dred pounds,  or  30.4  cents  per  barrel.  It  was,  therefore,  more  than . 
twice  the  secret  rate  of  the  Pennsylvania  on  tank-car  shipments. 

Use  of  secret  rates  on  oil  from  Olean  destined  to  points 
BEYOND  Rochester,  Genesee  Junction,  and  Buffalo. — A  large 
part  of  the  oil  billed  from  Olean  to  Rochester  consists  of  lubricating 
stock  for  the  Vacuum  Oil  Company's  large  lubricating  plant  at  the 
latter  point,  where  much  of  it  is  treated  and  finished  under  various 
brands  and  shipped  thence  to  various  parts  of  the  country.  A  consider^ 
able  quantity  of  the  lighter  products  of  the  Olean  refinery,  however, 
shipped  under  the  secret  rates  to  Rochester,  Genesee  Junction,  and 
Buffalo,  was  actually  consigned  to  points  beyond.  The  billing 
records  at  Olean  indicated  that  a  large  territory  in  central  and  north- 
ern New  York  was  reached  by  combining  the  secret  rates  to  these 
points  with  rates  of  other  carriers  for  the  portion  of  the  haul  handled 
by  the  latter.  The  following  is  a  list  of  destinations  in  New  York 
State  reached  via  Rochester  under  blind-billing  in  connection  with 
secret  rates  from  Olean  to  that  point  ia  December,  1904: 

Lowville.  Watkins.  Ogdensburg. 

DespaU'h.  Clifton  Springs.  Saranac  Lake. 

Ma8s<*na  Springs.  Watertown.  Clayton. 

Dekalb  Junction.  Carthage.  Fulton  Chain. 

Adams.  Pulaski.  Utica. 

Schenectady.  Tupj)er  Lake.  Potsdam. 

Albany.  Theresa.  Booneville. 

Williainnon.  Camden.  Syracuse. 

Wolcott.  Lawrence.  Oswegatchie. 

Long  I^ke  West.  Gouverneur, 

Dundee.  Malone. 
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The  following  points  were  reached  in  the  same  manner  via  Genesee 
Junction : 

Saugertiee.  West  Nyack.  Coxsackie. 

Catskill.  Haverstraw. 

The  following  points  were  reached  in  a  similar  manner  via  Buffalo: 

Niagara  Falls.  Black  Rock  Lockport. 

Depew.  Lackawanna.  Wilson. 

More  than  700  cars  of  finished  products  of  the  Olean  refinery  were 
shipped  to  the  above  destinations  in  eleven  months  of  1904,  on  which 
secret  rates  of  the  Pennsylvania  were  used  up  to  the  junction  points 
named.  During  the  same  period  over  100  cars  were  shipped  in  the 
same  way  to  scattered  destinations  in  New  York  not  shown  in  the 
above  list.  The  volume  of  business  was  apparently  sufficient  to  cover 
the  i-equirements  of  most  of  these  localities. 

The  territory  thus  served  is  indicated  on  the  accompanying  map. 

The  use  of  this  secret  rate  in  connection  with  interstate  business  is 
discussed  later  (p.  106). 

History  of  secret  rates  used  in  connection  with  blind-bill- 
ing.— According  to  representatives  of  the  Pennsylvania  Railroad 
Company,  the  only  points  on  its  system  from  which  blind-billing  was 
employed  on  petroleum  are  those  alread}^  referred  to,  and  this  state- 
ment is  borne  out  by  a  fairly  complete  examination  of  its  records. 
These  shipping  points  are  all  on  the  Western  New  York  and  Pennsyl- 
vania Railway,  which  was  acquired  by  the  Pennsylvania  Riiilroad 
Company  in  1900.  At  that  time,  representatives  of  the  Pennsylvania 
Railroad  Company  state  they  found  the  secret  rates  in  effect  and 
handled  bj'  blind-billing,  and  they  have  since  continued  to  use  them 
in  the  same  manner,  with  some  slight  modifications;  but  that  fact  is 
no  excuse  for  continuing  the  rates. 

The  earliest  authority  for  the  secret  mtes  above  quoted  that  was 
found  in  the  records  of  the  Pennsylv^ania  Railroad  Company  is  a  rate 
order  dated  October  2,  1901,  which  named  the  rate  of  9  cents  per 
barrel  on  petroleum  and  its  products,  in  tank  cars,  from  Olean  to 
Rochester,  and  the  rate  of  11  cents  per  barrel  for  the  same  movement 
in  wood.  Similar  orders  of  different  dates  were  found  to  cover  the 
secret  rates  from  Olean*  to  Buffalo  and  from  Buffalo  to  Rochester. 
These  rates  were,  however,  iri  use  by  the  Western  New  York  and 
Pennsylvania  Railway  for  a  long  time  prior  to  its  absorption  by  tiic 
Pennsylvania  Railroad  Company.  There  were  various  reissues  of 
these  rates,  and  on  January  1,  1906,  several  of  them  were  consolidated 
in  a  single  rate  order.  No.  S-88,  a  copy  of  which  has  already  been 
presented  (p.  93).  Some  weeks  after  an  investit!^ation  of  the  PcMin- 
S3'lvania  Railroad  Company's  petroleum  records  had  been  made  l>v 
H.  Doc.  812, 59-1 0 
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the  Bureau,  that  company  canceled  rate  order  S-83  and  issued  in  its 
place  another,  dated  March  5, 1906,  which  limited  the  low  rates  named 
in  rate  order  S-83  to  ''  unfinished  petroleum  refinery  stock,"  as  shown 
by  the  following  letters: 

The  Pennsylvania  Railroad  Company, 
Office  of  the  Freight  Traffic  Manager, 

General  Office,  Broad  Street  Station, 

Philadelphia,  April  12,  1906, 
Mr.  James  Rudolph  Garfield, 

Commissioner  of  Corporations,  Department  of  Commerce  and  Labor, 

Washington,  D,  C. 
Dear  Sir:  I  have  your  letter  of  the  5th  instant,  in  acknowledgment  of  mine  of 
the  4th,  and,  responding  to  your  inquiry,  beg  to  say  that  rate  order  S-83  of  January 
1,  1906,  has  been  canceled,  and  so  much  as  remains  in  effect  to-day  of  the  rates 
shown  in  the  rate  order  referred  to  is  covered  by  our  issue  S-128  of  March  5,  1906. 
This  rate  order  gives  rates  on  unfinished  petroleum  refinery  stock  between  Glean 
and  Rochester  and  G«nesee  Junction,  N.  Y.,  in  tank  cars,  9  cents  per  barrel,  mini- 
mum carload  maximum  capacity  of  tank;  in  box  or  stock  cars,  in  barrels,  11  cents 
per  barrel,  minimum  24,000  pounds.  These  rates  apply  in  both  directions.  Ship- 
ments between  other  points  mentioned  in  rate  order  S-83  are  now  taking  fifth-clasB 
rates  regularly  applying. 

You  are  correct  in  your  understanding  that  the  practice  of  blind-billing  has  been 
discontinued. 

Yours,  truly,  Geo.  D.  Dixon,  Freight  Traffic  Manager, 


Pennsylvania  Railroad  Company, 
Office  of  the  Freight  Traffic  Manager, 

General  Office,  Broad  Street  Station, 
V.  Philadelphia,  April  17,  1906. 

Mr.  James  Rudolph  Garfield, 

Commissioner  of  Cor])orations,  Department  of  Commerce  and  Labor, 

Washington,  D.  C. 
Dear  Sir:  I  have  your  letter  of  the  16th  instant,  acknowledging  receipt  of  mine 
of  the  12th,  relative  to  rate  orders  S-83  and  128.     My  letter  referred  to  completely 
quotes  S-128,  and  I  give  you  below  the  present  rates  ruling  between  the  points  cov- 
ered by  S-83,  of  which  you  were  furnished  a  copy. 

Between  Glean,  N.  Y.,  and  Rochester,  N.  Y.,  and  Genesee  Junction,  N.  Y.: 
Petroleum  and  its  prodn<-ts,  carloads,  9  cents  per  100  pounds. 

Between  Buffalo,  N.  Y.,  and  Glean,  N.  Y.:  Petroleum  and  its  products,  (^rloads, 
8J  cents  iK>r  1(X)  pounds. 
The  above  rates  apply  in  both  directions. 

From  Buffalo,  N.  Y.,  to  Rochester,  N.  Y.:  Petroleum  and  its  products,  carloads, 
7  cents  per  100  ])ound8. 

Yours,  truly,  Geo.  D.  Dixon,  Freight  Traffic  Manager. 

The  changes  iu  rates  upon  finished  products,  as  a  result  of  this  sub- 
stitution of  the  fifth-class  rates  for  the  low  rates  previously  ruling, 
are  shown  in  the  table  at  top  of  page  103. 
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CHANGES  RESULTING  FROM  SUBSTITUTION    OF   FIFTH-CLASS   RATES   FOR  COMMODITY 
RATES  ON  OIL  BETWEEN  OLEAN,  ROCHESTER,  GENESEE  JUNCTION,  AND  BUFFALO. 


Secret     Hates  now  effective 
rate      j  (fifth-class  rates), 
named 

Equiva- 
lent per 
barrel. 


in  order  '  Per  one 

S-«3.  per  hundred 

barrel,      pounds. 


Between  Olean  and  Rochester,  and  Olean  and  Genesee  Junc- 
tion: 

In  tank  cars 

In  barrels 

Between  Buffalo  and  Olean: 

In  tank  cars 

In  Uirrels 

From  Buffalo  to  Rocht»8ter: 

In  tank  care 

I  n  barrels 


Caitf. 
9 


10 
12.5 


15 
20 


Cents. 
9 


8.5 
8>5 


Centg. 
28.8 


27.2 
34 


22.4 
28 


Increase 
over 
former 
Kecret 

rate  per 
barrel. 


Onts. 
19.8 
25 

17.2 
21.6 

7.4 

8 


From  Olean  to  Rochester,  therefore,  it  will  be  seen  that  instead  of 
a  rate  of  9  cents  per  barrel  on  finished  petroleum  products,  the  Penn- 
sylvania now  has  in  effect  a  rate  of  9  cents  per  hundred  pounds,  or 
more  than  three  times  that  formerly  enjoyed  by  the  Standard  Oil 
Company.  The  increase  in  the  rates  from  Olean  to  Buffalo  and  from 
Buffalo  to  Rochester,  while  somewhat  less  marked,  is  still  very  pro- 
nounced. These  changes  may  properly  be  regarded  a.5  an  admission  on 
the  part  of  the  Pennsylvania  Railroad  Comimny  of  the  unfairness  of 
the  previous  rates  granted  the  Standard  Oil  Compan}'. 

It  will  be  noted  that  the  Pennsylvania  Railroad  Company,  in  addi- 
tion to  making  this-change  in  the  rates  on  finished  petroleum  products, 
has  also  discontinued  the  practice  of  blind-billing  oil. 

•    PUBLLSHED    RATES    USED    IN     CONNECTION     WITH     BLIND-BILLING. — 

Some  of  the  blind-billing  rates  used  by  the  Pennsylvania  Railroad 
Company  from  Olean  and  Buffalo  were  covered  by  tariffs  filed  with  the 
Interstate  Commerce  Commission.  No  large  volume  of  business  was 
handled  at  such  rates,  however,  and,  generally  speaking,  they  were  not 
of  a  discriminatory  character,  most  of  them  being  rather  high  for  the 
respective  distances.  Following  is  a  list  of  such  pulilished  rates  used 
in  connection  with  blind-billing  by  the  Pennsylvania  Railroad  Company 
on  oil  shipped  from  Olean  and  Buffalo: 


From— 

To- 

Kate  per  hun- 
dred jK)und.««. 

Olean  .                    .. 

East  Aurora 

Cents. 

5 

Do... 

Arcade 

5 

Do                     

Belfast                          

7 

Do                

West  Nunda    

7^ 

Do 

Rochester  (paraffin  wax ) 

a  75 

Do                     

Mayville       

14 

Buffalo             

Sherman 

8i 

Do 

Penn  Yan 

9i 

Do                      

Holland 

7 

a  Rate  per  net  ton. 
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It  should  also  bo  stated  that  a  considerable  amount  of  oil  was  billed 
from  Olean  to  other  points  at  published  tariff  rate«;  such  shipments 
were  not  blind-billed. 

Other  unposted  oil  rates. — While  blind-billing  of  petroleum  and 
its  products  on  the  Pennsj  Ivania  Railroad  was  confined  to  the  shipping 
points  already  enumerated,  that  company  has  a  considerable  number 
of  State  oil  rates  which  are  not  posted,  but  which  are  used  directly 
in  the  waybilling  and  on  which  collections  are  made  in  the  manner 
ordinarily  followed  in  the  case  of  published  rates.  None  of  the 
unposted  rates  of  this  class  appears  to  be  of  an  especially  discrimina- 
tory character. 

Section  7.  Blind-billing  of  oil  by  the  Erie  Eailroad  Company. 

The  practice  of  the  Pennsylvania  Kailroad  Company  in  blind-billing 
oil  from  Olean  is  also  employed  by  the  Erie  Kailroad  Company  from 
that  and  several  other  Standard  shipping  points,  particularly  Con- 
stable Hook  and  Comnuuiipaw,  N.  J.,  and  P2ast  Buffalo,  N.  Y.  In 
the  case  of  the  Erie  Kailroad  Company,  however,  the  rates  used  in 
connection  with  blitKl-hilling  are,  with  comparatively  few  exceptions, 
provided  for  in  published  tariffs,  most  of  which  are  tiled  with  the 
Interstate  Conmierce  Commission.  The  rates,  while  rather  low,  are 
relatively  nuich  higher  than  the  rates  of  the  Pennsylvania,  above 
described.  Officials  of  the  Erie  Kailroad  Company  asserted  that  blind- 
billing  was  used  for  convenience  onh*,  because  it  materiallv  reduced 
the  labor  of  accounting.  All  the  unposted  rates  found  in  the  records 
of  the  Erie  Kailroad  Company  were  of  an  intrastate  character,  and  in 
general  they  were  not  specially  discriminatory. 

Of  the  unposte<i  rates  of  the  Erie  Kailroad  Company-,  the  most 
important,  perhaps,  is  one  of  (\^  cents  per  hundred  pounds  from 
Olean  to  Dunkirk,  N.  Y.  A  considerable  volume  of  business  wa« 
shipped  to  Dunkirk.  The  rate  of  the  Pennsylvania  from  Bradford  to 
Dunkirk  was  10  cents  per  hundred  pounds. 

A  copy  of  one  of  the  ])rincipal  rate  ordera  of  the  Erie  Kailroad 
Company  is  shown  on  page  105. 
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NOT  TO  BE  POSTED. 
ERIE  RAILROAD  COMPANY, 

General  Freight  Office. 
MIS64. 

*Thi8  reference  must  New  York,  Jan^y  1,  1904. 

be  quoted  on  each  Way- 
Bill. 

Mr.  F.  A.  Clark, 

A.  T.,  New  York,  N.  Y. 

The  following?  rates  will  apply 

ON 

Oil,  Car  Loads, 

FROM 

Clean,  N.  Y. 

TO  RATE 

Bingham  ton,  N.  Y.,  when  destineil  to  points  on  D.  &  IL  Co.  5.6  Cts.  pr.  100  lbs. 

Batavia,               **  30.  "     **      bbl. 

HomellsAille,     "  7-1/2  *'     "  100  lbs. 

Canisteo,            "  8  **     "  100    " 

Geneseo,             *'  10-1/2  **     "  iOO    " 

Bhipments  to  be  billed  "S.  (i.  O." 

H-485     1/2 
TAKING  EFFECT  January  1,  1904. 

This  order  expires  Dec.  31,  1904,  Henry  Adams, 

Unless  sooner  revoked. 

'  FAC/HCB/FWS/EB/BR/  Anst.  General  Freight  Agent. 

!  B. 


The  notation,  "Shipments  to  be  billed  'S.  (i.  O./''  on  this  rate 
order  means  that  settlements  for  the  freight  are  to  be  made  with  the 
genei'al  office  instead  of  with  the  local  agent  at  point  of  shipniont  or 
at  destination. 

In  connection  with  the  above  rate  of  5.0  cents  per  hundred  pounds 
from  Ole^n  to  Binghamton  on  business  for  points  on  the  Delaware  and 
Hudson  Company's  line  it  should  be  stated  tliat  this  is  equal  to  the 
proportion  obtained  by  the  Erie  of  the  lli-c(»nt  through  rate  to  sueli 
points  from  Olean.  This  through  rate  was  published  and  tiled  with 
the  Interstate  Commerce  Conmiission';  the  sv)ecial  rate  just  noted  is 
therefore  of  no  particular  interest,  except  that  this  method  of  issuing 
a  proportional  tariff  instead  of  a  division  shoet  is  somewhat  irregular. 
No  evidence  was  found  to  indicate  that  this  rate  of  hA\  cents  was  used 
on  local  shipments  to  Einghamton.  The  various  other  rates  which  are 
noted  on  the  foregoing  rate  orders,  while  not  covcied  h\  published 
tariffs,  are  not  especially  discriminatory,  and  are  chiefly  interesting  as 
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illustrating  a  somewhat  geneml  use  of  unposted  rates  on  inti*a8tate 
business. 

Section  8.  New  Tork  Central. 

The  New  York  Centml  and  Hudson  River  Railroad  Company  refused 
to  permit  the  Bureau  of  Corporations  to  make  an  examination  of  its 
records  covering  the  shipment  of  petroleum,  except  in  some  instances 
where  interstate  shipments  were  kept  separate  from  so-called  State 
business.  The  management  of  the  road  contended  that  its  lines  were 
wholly  within  the  State  of  New  York,  and  that  its  policy  had  always 
been  to  jealously  guard  its  intrastate  position.  The  Bureau  is,  there- 
fore, unable  at  present  to  treat  in  any  detail  the  rates  of  this  carrier. 
The  statutes  of  New  York  do  not  require  the  publication  of  tariffs, 
and  officers  of  the  New  York  Central  admitted  that  that  company  very 
genemlly  did  not  publish  tariffs  covering  business  which  it  regarded  as 
of  an  intrastate  character. 

It  is  known,  however,  that  the  New  York  Central  system  has  rates 
on  oil  which  arc  of  particular  advantage  to  the  Standard  Oil  Company 
and  which  may  properly  be  termed  discriminatory  in  charac*ter.  A 
particular  case  in  point  is  that  of  a  rate  of  9  cents  per  hundred  pounds 
from  Rochester  to  Norwood,  N.  Y.,  which  was  used  on  interstate  busi- 
ness in  connection  with  the  secret  I'ate  of  the  Peimsylvania  from 
Olean  to  Rochester,  in  such  a  way  as  to  constitute  serious  discrimina- 
tion agaiuht  independent  refiners.  The  officers  of  the  New  York 
Central  held  that  these  shipments  from  Rochester  to  Norwood,  even 
though  the  records  showed  plainl}^  that  they  were  to  be  rebilled  imme- 
diately over  the  Rutland  Railroad  into  Vermont,  were  State  business. 

This  matter  is  discussed  further  in  the  next  section.  It  may  be 
noted  here,  however,  that  this  rate  of  9  cents  per. hundred  pounds 
for  a  local  haul  is  unduly  low  in  comparison  with  through  rates  from 
independent  refining  points  to  Norwood.  Thus  the  through  rate  from 
Oil  City  to  Norwood  was,  in  1904, 26^  cents.  The  distance  is  418  miles, 
and  the  distance  from  Rochester  to  Norwood  is  21*2  miles.  It  can  not 
be  doubted  that  this  local  rate  of  9  cents  per  hundred  pounds  from 
Rochester  is  considerably  less  than  the  New  York  Central's  propor- 
tion of  the  26i-ceiit  rate  from  Oil  City  via  Roi»hester  to  Norwood, 
whereas  under  ordinary  methods  of  rate-making  the  local  rate  would 
be  distinctly  higher  than  the  corresponding  proportion  of  the  through 
rate.  It  is  fair,  therefore,  to  designate  this  9-cent  rate  as  discrimina- 
tory. 

III.    USE    OF    SECRET    BATES    ON    INTEBSTATE    BUSHTBSS   INTO 

VEBMONT. 

The  most  important  instance  of  the  use  of  secret  so-called  *' State" 
rates  in  New  York  in  connection  with  interstate  business  is  the  combi 
nation  of  the  rate  of  9  cents  per  barrel  on  oil  in  tank  cars,  made  by 
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the  Pennsylvania  from  Olean  to  Rochester,  with  rates  of  the  New 
York  Central,  the  Rutland,  and  the  Central  Vermont,  via  Norwood, 
N.  Y.,  to  Vermont  points.  Norwood  is  in  the  northern  part  of  New 
York.     (See  map.) 

Section  9.  Published  rates  into  Vermont. 

The  lowest  published  rate  on  illuminating  oil  from  western  Pennsyl- 
vania refining  points  into  Veimont  in  1904  was  23i  cents.  This  is  the 
Boston  rate,  and  it  applies  only  to  certain  Vermont  points,  mainly 
from  Rutland  south. 

The  lowest  published  through  rate  to  Burlington,  Vt.,  and  most  of 
the  northern  points  in  that  State,  from  western  Pennsylvania  in  1904 
was  33  cents  per  hundred  pounds;  this  was  first  made  effective  July 
25, 1904,  bv  a  tariff  of  the  Lake  Shore  and  Michigfan  Southern  Railwav. 
For  some  time  before  this  the  lowest  rate  of  the  Lake  Shore  from  Oil 
City,  Pa.,  and  other  western  Pennsylvania  points  to  Burlington  was 
38  cents.  All  these  rates  applied  by  routes  reaching  Vermont  from 
the  southern  border. 

Through  rates  on  illuminating  oil  from  western  Pennsylvania  into 
Vermont  via  Norwood  are  made  only  on  the  basis  of  third  class. 
Ordinarily  in  eastern  territory  through  oil  rates,  in  the  absence  of 
special  commodity  tariffs,  are  made  on  the  basis  of  fifth  class,  but  the 
Rutland  Railroad  declines  to  prorate  on  this  basis  via  Norwood.  The 
third-class  rate  of  the  Lake  Shore  and  Michigan  Southern  Railway- 
from  western  Pennsylvania  points  into  Burlington  via  Norwood  is  40^ 
cents.  This,  it  will  be  seen,  is  considerably  higher  than  the  com- 
modity mte  of  33  cents  into  Burlington,  which  applies  via  Rutland. 

The  only  rate  on  illuminating  oil  less  than  23^  cents  per  hundred 
pounds  from  the  oil  regions  into  Vermont  was  19  cents  per  hundred, 
appl^'ing  from  Olean  only  and  in  Vermont  to  certain  points  only  on 
the  Boston  and  Maine  and  the  Rutland  railroads.  This  mte  may 
reall}"  be  disregarded,  since  evidence  was  obtained  that  it  was  not  used 
except  in  occasional  instances.  In  any  event,  as  it  applied  from  Olean 
only  it  was  not  available  to  independent  shippers,  and,  so  far  as  it  may 
be  considered  at  all.  it  was  in  the  nature  of  a  discrimination  in  favor 
of  Olean. 

The  lowest  rate,  then,  at  which  an  independent  refiner  in  western 
Pennsylvania  could  ship  refined  oil  to  Windsor,  Bellows  Falls,  or  Rut- 
land, Vt.,  in  1904,  was  23i  cents  per  hundred  poimds,  and  the  lowest 
published  through  rate  at  which  he  could  get  into  Burlington  was  33 
cents. 

Against  these  rates  to  independents  the  Standard  Oil  Company 
reached  the  destinations  in  Vermont  just  mentioned,  and  several 
others,  by  way  of  Norwood,  for  from  about  15.3  cents  to  16.9  cents 
per  hundred  pounds,  by  a  combination  of  mtes  consisting,  first,  of  the 
secret  Olean-Rochester  rate  of  the  Pennsylvania  Railroad;  second,  of 
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the  rate  of  9  cents  per  hundred  pounds  over  the  New  York  Central  from 
fiochester  into  Norwood,  N.  Y.;  and  third,  of  low  rates  over  the  Rut- 
land Kailroad  and  the  Centnil  Vermont.  All  these  rates  were  of  a 
discriminatory  character. 

Section  10.  Use  of  secret  Olean-Eochester  rate  on  interstate  business. 

The  secret  rate  of  9  cents  per  barrel  from  Olean  to  Rochester  has 
l)cen  sufficiently  described.  That  this  mte  was  applied  on  shipments 
of  oil  by  the  Vacuum  Oil  Company  (a  Standard  concern)  from  Olean 
into  Vermont  is  clearly  shown  b}'  the  billing  records  of  the  Pennsyl- 
vania Railroad  Comimny  for  its  Erie  Railway  Junction  (Olean) 
station.  Copies  of  the  blind  waybills  showed  on  their  face  that  a  large 
number  of  cars  billed  to  Rochester  were  destined  to  Vermont  points. 
A  cop}'  of  a  blind  waybill  of  this  chai-acter,  taken  from  a  carbon 
impression,  is  shown  below.  It  will  be  seen  that  the  final  destination, 
as  w(^ll  as  the  routing,  is  clearly  indi(»ated  iy  the  column  headed  '^Con- 
signee,  destination  and  marks." 


S  TS    121  X 161.     (\  J.  8  4  IWA.  (5— 9-rt— A.  F.  R. 

PKNNSYI.VANIA  RAILROAD  CX)MPANY- 

riiiladolphia,  Baltimore  &  Wasliington  RaUrfMwl  Cotupany.    West  J^t^vy  A  8ea- 
Hhore  Railroad  C<jmpany.     Northern  Ct^utral  Railway  Company* 

Way-hill  of  Merchninlise  Jonnmled  fnmi  Kri^  II^  JH  to  Rochadfr  N  Y  via . 


VVay-billNo.  400, 
Bate,  m*  1904. 

When  billing  freight  to  a  \Hnut  ranched  via  two  or  more  routea^  ttie  ^ctit  mii*t  specify  ll»e  route 

in  the  spare  pr^n  lcK*<l  hLkivi^. 


Car. 


I  WHgiirlg 


/Consignoc.     Dfsorip- 

Shippor.    ;  deHtiiiatioii      tioii  <»f 

I  and  marks,     artic'lo-. 


i; 


1     I 

TTL.  'j:{'.h5  ;  V.  o.  (V 


. ,    .  . stand. Oil      lU-UX  oil  ' 

ir.ir>l (-....liur-  '  ■•        I  ]' 

I         '  Vt.                                 I  I 

I  Via  N  Y  C-Il  W  Si  o-N«.r-()  L  ('  ,  , 

I  &CV                                                 I.  ' 

I  Tolals    of    Wciuht    himI    Monry  |  "| 

I         '      rolnmiiR , 


3 

11 

1 

1 

i; 

, 

1 

; 

? 

1 

.*i 

*  ' 

f 

2. 

£ 

■X 

'fi 

£  1 

^ 

i 

is 

||      *' 

1 
1 

i_ 

1 ;»» 

1       1243 
1       i       . 

1  1   ; 

Brts' 

1 

„l 

II      ^ 
'1      1 

iT 

; 

"1 
1 

The  agent  at  destination  ii\n>t  vrr\i\  ligurrv.      Ifr'  ih  held   rt*^^Nitii'»[|j]e  for  ihc*  eorre«tn«i»  of 

tlie  innouiits  collfeled. 
An  Mgciii  <liseovering  an  error  ni.i>t  at  oii<f  adviKi.>  aiiy  oilier  flijL'iit  ihterestoti;  aIki  the  iLUdltor 

of  freight  receipts. 
When  freight  is  shii»|M'd  nt  a  tliroiiirli  ratr'  to  or  from  n  iftilnt  Incyoiid  this  rimd,  the  through 

rate  nui^l  he  staletl  on  the  way  bill.    The  route  U^yoml  thi."  imlnt  to  wbkti  the  prnjwrty  is 

hilled  as  ah»)ve  must  he  shown  wlun  final  dentinal  [nn  ratiy  W  n^elied  by  taom  thnn  one  Mnc* 

,  A^tni. 


A  copy  of  this  way-hill  must  hr  sent  to  the  audi  (or  nf  fMglsl  rf'ret]itR, 
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The  various  initials  on  the  above  bill  show  that  it  was  intended  to 
route  the  car  via  the  New  York  Centml  (Rome,  Watertown  and  Ogdens- 
burg)  to  Norwood  and  thence  liy  the  Rutland  and  Central  Vermont  to 
Burlington.  The  lines  of  the  Rutland  traversed  by  the  shipment  were 
formerly  owned  by  the  Ogdensburg  and  Lake  Champhiin  and  the 
Central  Vermont,  and  are  designated  on  the  waybill  by  the  old  initials. 
It  is  worth  noting  that,  although  the  Rutland's  line  extends  to  Bur- 
lington, the  oil  was  not  transported  the  full  distance  over  its  tracks, 
l:ut  was  turned  over  to  the  Central  Vermont,  either  at  Rouses  Point, 
!.'.  Y.,  or  Alburgh,  Vt.,  a  station  just  beyond,  under  a  prorating 
I  ;reement  with  the  Central  Vermont.  This  arrangement  may  have  been 
i::o  to  the  fact,  noted  elsewhere,  that  the  low  tank-car  rate  to  Burlington 
v.xi  tii-st  put  in  by  the  old  Central  Vermont  Railroad,  before  its 
properties  west  of  Rouses  Point  had  been  acquired  by  the  Rutland. 

The  tissue  copies  of  such  billing  at  Olean,  furthermore,  l)oro  a  red- 
ink  stamp  reading  as  follows: 

Agent  N.  Y.  C.  &  H.  R.  R.  R.,  Rochester,  N.  Y.  Prepay  charges  from  Koch- 
€»ster  to  destination  and  charge  to  the  Standard  Oil  Company  of  New  York. 

Over  the  word  "destination,"  in  the  above  stamp,  was  written  in 
pencil  "Norwood."  This  clearly  shows  the  original  intention  of  rout- 
ing the  oil  not  only  into  Vermont,  but  jmrticularly  b}^  the  Norwood 
route.  The  instructions  to  collect  of  the  Standard  Oil  Company 
merely  indicated  that  the  New  York  Central  collected  from  the  Stand- 
ard Oil  Company  directly  for  its  portion  of  the  haul  only,  leaving  the 
connecting  roads  to  make  their  own  settlements.  These  instructions 
to  the  agent  of  the  New  York  Centml,  in  connection  with  the  final 
destination  shown  in  the  waybill,  of  which  that  agent  was,  according 
to  usual  practice,  given  at  least  the  substance,  shows  the  absurdity  of 
the  contention  of  the  New  York  Central  that  it  hauled  no  interstate 
oil  traffic  from  Rochester  to  Norwood. 

The  blind-billing  records  of  the  Pennsylvania  Railroad  Company 
for  Olean  were  carefully  examined  for  an  extended  period.  For  el(»von 
months  of  the  year  1904 — the  billing  records  for  the  month  of  May 
being  lost  or  mislaid — :t  appeared  that  195  cars  were  thus  consigned 
from  Olean  into  Vermont  via  the  Norwood  route,  as  follows:  To  Hur- 
lington,  157  cars;  to  Rutland,  29  cars;  to  Bellows  F'alls,  9  oars.  Esti- 
mating the  shipments  of  the  month  of  May  at  the  avemge  of  other 
months,  it  may  be  reckoned  that  in  the  year  1904  not  less  than  210 
cars  were  shipped  from  Olean  via  the  Pennsylvania  Railroad  for 
which  billing  records  clearly  indicated  a  destination  in  Vermont. 

Rochester-Norwood  rates. — On  account  of  the  refusal  of  the 
New  York  Central  and  Hudson  River  Railroad  to  furnish  datii  the 
rate  applied  on  refined  oil  l)etween  Rochester  and  Norwood  can  be 
positively  stated  only  as  to  a  limitt^d  period.  It  is  known,  however, 
that  for  some  time  the  rate  of  9  cents  per  hundred  pounds  was  in 
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effect  by  the  New  York  Central  from  Rochester  to  Norwood.  RecentI}' 
this  rate  has  been  advanced  to  12  cents  per  hundred  pounds.  It  is 
perfectly  safe  to  assume  that  in  1904  the  Standard  Oil  Company 
shipped  oil  from  Rochester  to  Norwood  at  a  charge  of  not  more  than 
9  cents  per  hundred. 

Section  11.  Rates  over  the  Eutland  and  Central  Vermont  railroads  from 
Norwood,  N.  T.,  to  Burlington,  Eutland,  and  Bellows  Falls,  Vt. 
The  tariff  rate  of  the  Rutland  Railroad  Company  on  illuminating  oil, 
in  barrels,  from  Norwood,  N.  Y.,  to  Burlington,  Bellows  Falls,  Rutland, 
and  a  large  number  of  Vermont  points  was,  for  some  time  before  the 
investigation  of  the  Bureau  was  commenced,  33  cents  per  hundred 
pounds.  The  Rutland  Railroad,  however,  in  connection  with  the 
Central  Vermont,**  has  for  years  named  rates  on  illuminating  oil,  in 
tank  cars,  from  Norwood  to  the  three  Vermont  points  specifically 
mentioned,  which,  b}'  comparison  with  the  barrel  rate,  are  extraor- 
dinarily low.  These  rates,  as  shown  below,  have  been  effectively 
secret.  Thus  there  is  a  rate  of  J23  per  tank  car  on  oil  from  Norwood 
to  Burlington,  a  rate  of  $28  per  tank  car  from  Norwood  to  Rutland, 
and  a  rate  of  $30  per  tank  car  from  Norwood  to  Bellows  Falls.  No 
limit  was  put  upon  the  weight  per  car  until  very  recently.  An 
investigation  of  the  billing  records  of  the  Pennsylvania  Railroad 
Company  from  Olean  showed  that  the  cars  billed  to  these  Vermont 
points  were  of  largo  capacity,  which,  of  course,  directly  affected  the 
rate  per  hundred  pounds.  Thus  the  average  weight  per  car  of  refined 
oil  shipped  from  Olean  to  Burlington  in  eleven  months  of  1904  was 
64,934  pounds;  on  shipments  to  Rutland,  66,449  pounds,  and  on  ship- 
ments to  Bellows  Falls,  59,094  pounds.  The  average  rate  from  Nor- 
wood per  hundred  pounds,  therefore,,  ranged  from  only  about  3i 
cents  in  the  case  of  Burlington  to  a  little  over  5  cents  in  the  case  of 
Bellows  Falls.     This  is  shown  in  the  following  table: 

RATES   OF  THE   RUTLAND    RAILROAD   COMPANY  ON   OIL  IN   TANK  CARS    FROM 

NORWOOD,  1«.K)4. 


Fn>m  Norwood  U>- 


Rateper 
tank  car. 


Burlington.... 

Rutland 

Bellows  Falls. 


123 
28 
30 


Average 
weight 
per  car. 


PmtmU, 
64,984 
66,449 
60,  OM 


Equiva- 
lentper 
hundred 
pounds. 


OenU. 
8.54 
4.22 
5.09 


When  these  rates  are  compared  with  the  rate  on  illuminating  oil  in 
barrels  from  Norwood  to  all  these  points,  83  cents  per  hundred  pounds, 
an  idea  of  the  enormous  discrimination  in  favor  of  tank-car  shipments 
may  be  ol)tained.     On  shipments  to  Burlington  the  barrel   rate  was 

«The  Central  Vermont  apf)ear8  to  have  been  concerned  only  in  the  rate  to  Burlington. 
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Ill 


almost  ten  times  the  rate  actually  paid  by  the  Standard  Oil  Company 
in  tank  cars,  and  to  Bellows  Falls  it  was  practically  six  and  one-half 
times  the  Standard's  rate.  This  extraordinary  discrimination  is  fur- 
ther brought  out  in  the  following  table: 

RATES  OF  THE  RUTLAND  RAILROAD  COMPANY  ON  ILLUMINATING  OIL  IN  TANK  CARS 
AND  IN  BARRELS  FROM  NORWOOD,  1904. 


[Rates  in  cents  per  hundred  pounds.] 

To- 

In  tank 
cars. 

In  bar- 
rels. 

Discrim- 
ination 
in  favor 
of  tank- 
car  ship- 
ments. 

Burlin^ton 

3.54 
4.22 
5.09 

33 
33 
33 

29.46 

Rutland 

28.71 

Bellows  Falls 

27.98 

The  same  i"ates  per  car  were  also  applied  on  lubricating  oil  in  bar- 
rels, but  not  on  other  oils  in  barrels. 

The  tariffs  quoting  these  low  rates  on  tank  cars  provided  that  on 
interstate  traffic  agents  must  not  use  a  higher  rate  for  a  shorter  tlian 
for  a  longer  distance  over  the  same  line  in  the  same  direction  when  the 
shorter  haul  was  entirely  included  in  the  longer.  In  other  words, 
these  rates  must  not  be  exceeded  to  intermediate  points  on  inter- 
state traffic.  As  a  matter  of  fact,  the  billing  records  of  the  Pennsyl- 
vania Railroad  Company  indicate  that  these  low  mtes  were  used  only 
to  the  three  points  mentioned,  in  the  year  1904  at  least,  and  a  repre- 
sentative of  the  Standard  Oil  Company  stated  that  they  had  not  been 
used  to  intermediate  points. 

Rate  made  applicable  to  oil  in  barrels. — The  Rutland  Rail- 
road in  November,  1905,  issued  a  new  tariff  applying  from  Norwood 
to  Burlington,  Rutland,  Bellows  Falls,  and  intermediate  points,  provid- 
ing that  the  low  rates  previously  quoted  on  tank-car  shipments  and  on 
lubricating  oil  in  barrels  should  also  apply  upon  illuminating  oil  in 
wood.  This  tariff  furthennore  established  40,000  pounds  as  the 
weight  per  car,  and  provided  that  an}'  excess  over  that  weight  should 
be  charged  proj)ortionally.  In  view  of  the  fact  that  the  former  dis- 
criminatory arrangement  had  been  in  force  for  years  and  that  it  was 
changed  only  after  it  had  been  developed  by  the  investigation  of  the 
Bureau,  the  reason  for  this  amendment  of  tariffs  is  obvious.  This 
eleventh-hour  reform  is  a  confession  of  previous  discrimination. 

Section  12.  Comparison  of  rates,  open  and  secret,  into  Vermont. 

The  secret  tariff  of  the  Pennsylvania  from  Olean  to  Rochester,  it 
will  be  recalled,  was  equivalent  on  tank-ear  oil  to  2.8  cents  per 
hundred  pounds.  Taking  the  rate  from  Roi^hester  to  Norwood  as  9 
cents  and  combining  these  rates  with  those  of  the  Rutland,  3.54,  4.22, 
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and  5.01)  cents  per  hundred  jK)und.s  from  Norwood  to  Burlington,  Rut- 
land, and  Hellows  Falls,  respectively,  it  will  be  seen  that  the  Standard 
Oil  (\)in[mny  was  able  to  ship  oil  from  Olean  to  these  three  Vermont 
points  at  from  about  15.8  cents  to  16.9  cents  per  hundred  pounds. 
The  very  great  advantage  of  this  mte,  as  compared  with  the  rates 
from  independent  oil-retining  points  in  western  Pennsylvania,  is 
brought  out  by  the  following  table:    ' 

COMPARISON  OF  KATES  OX  ILLUMINATING  OIL  FROM  OLEAN  AND   FROM  WARREN  TO 

VERMONT  POINTS. 

[Rates  ill  cents  per  hundred  pounds.] 


Burlington 

Rutland 

Bellows  Falls., 


From 
Olean. 


Ki.OJ 
16.89 


Rate. 

Distance. 

From 
Warren. 

Difference 

in  favor  of 

Olean. 

From            From 
Olean  .«t        Warren. 

231 
23i 

17.66 
7.48 
6.01 

MUcs,            Mile*. 
451                   623 
518  ;                 456 
571  1                 609 

««  Via  Norwood  route. 


It  will  be  seen,  therefore,  that  the  Standard  Oil  Company  was  able 
to  deliver  oil  from  Olean  to  Burlington  for  about  18  cents  per  hundred 
pounds  less  than  the  charge  imposed  upon  independent  refiners  at  War- 
ren. In  the  case  of  Rutland  the  Standard  Oil  Compan^^'s  advantage 
was  considerably  less,  but  easily  sufficient  to  control  the  market.  The 
same  is  true  of  Bellows  Falls.  Burlington  is  an  important  distribut- 
ing center,  and  the  shipments  of  the  Standard  to  that  city  far  exceeded 
those  to  all  other  Vermont  points  combined.  It  may  be  noted  that 
the  rate  from  Warren  applies  also  from  Oil  City.  These  points  were 
therefore  assessed  on  shipnuMits  to  Burlington  considerably  more  than 
double  the  charge  ])aid  hy  tlie  Standard  Oil  Company  from  Olean. 
The  discrimination  in  favor  of  the  Standard  Oil  Company  is  so  clearly 
brought  out  b}-  these  ligures  themselves  that  discussion  is  supei'fluous. 
Under  these  circumstjinces  it  is  needless  to  -say  that  the  independent 
producer  of  n^Hned  oil  in  wcsterh  Pennsylvania  has,  to  a  largo  extent, 
fu^en  driven  from  the  \'ermont  market. 
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Section  13.   History  of  the  Norwood  rate. 

Incredible  as  it  may  seem,  there  was  at  one  time  a  rate  of  i>12  per 
tank  car,  regardless  of  weight,  from  Norwood  to  Burlington.     This 
is  the  earliest  of  these  tank-car  rates  of  which  the  Bureau  has  a  record. 
It  was  is.sued  by  the  old  Centml  Vermont  Railroad,  effective  Novem 
ber  4,  1889.      A  copy  of  the  tariff  authorizing  this  rate  follows: 


CKNTRAI.  VERMONT  R.R. 

().  A  L.  C.  Division. 

SPECIAL  Oil.  TARIFF 

No.  36.  Effective  Nov.  4,  1889. 

From  NORWOOD,  N.  Y.,  to  Bl^RLINOTON,  VT 

ami  interineiJiate  jMiiiits  on  the  direct  line. 

OIL  in  TANK  CARS,  $1L'.0()  per  CAR. 

Frank  Owkn,  E.  A.  (•iu'itknden, 

F.  A.,  C.  V.  R.  R..*().  *^  L.  C.  Div.  S.  L.  F.  P.,  C.  V.  R.  R. 


Assuming  that  the  Standard  Oil  Company  at  that  time  used  smaller 
cars  than  at  present,  averaging,  say,  4o,()00  pounds,  this  rate  would  be 
only  3  cents  per  hundred  pounds  for  this  distance  of  134  miles.  This 
la  ecjual  to  only  4i  mills  per  ton  per  milt*,  an  absurdly*  low  revenue  at 
that  time  in  that  territory. 

This  special  tariff  of  1889  was  followed  by  a  tiiriff  dated  November 
26,  1892,  \vhich  named  a  rate  of  ^DJ  per  tank  car.  On  January  1, 
1893,  a  new  tariff  was  put  into  effect  raising  tlie  rate  to  8  cents  per 
hundredweight.  This  rate  was  canceh^d  ten  days  later  by  a  tiiriff  nam- 
ing a  rate  of  ^23  per  tank  car,  regardless  of  weiglit.  A  copy  of  this 
tariff  is  given  on  page  114. 
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Section  13.  History  of  the  Norwood  rate. 

Incredible  as  it  may  seem,  there  was  at  one  time  a  rate  of  $12  per 
tank  car,  regardless  of  weight,  from  Norwood  to  Burlington.  This 
is  the  earliest  of  these  tank-car  rates  of  which  the  Bureau  has  a  record. 
It  was  issued  hv^  the  old  Central  Vermont  Railroad,  effective  Novem- 
ber 4,  1889.     A  copy  of  the  tariff  authorizing  this  rate  follows: 


CKNTRAI.  VERMONT  R.R. 

O.  1^  L.  ('.  DiviHion. 

SPEC:iAL  OIL  TARIFF 

No.  m.  Effective  Nov.  4,  1889. 

From  NORWOOD,  N.  Y.,  to  HrRLIN(4T0N,  VT      ^ 

and  intermediate^  jMiintH  on  the  direct  line. 

OIL  in  TANK  CARS,  $12.()()  jH»r  (^AK. 

Frank  Owkn,  K.  A.  Chittkndkn, 

<;.  F.  A.,  0.  V.  R.  R./o.  tV:  L.  ('.  Div.  S.  L.  F.  T.,  C.  V.  K.  R. 


Assuming  that  the  Standard  Oil  C'ompany  at  that  time  used  smaller 
cars  than  at  present,  averaging,  say,  4<>,0()0  pounds,  this  rate  would  be 
only  3  cents  per  hundred  pounds  for  this  distance  of  134  miles.  This 
is  ecjual  to  only  4i  mills  per  ton  per  mile,  an  absurdly  low  revenue  at 
that  time  in  that  territory. 

This  special  tariff  of  1889  was  followed  by  a  tariff'  dated  November 
2t),  1892,  which  named  a  rate  of  ^IH  per  tank  car.  On  January  1, 
1893,  a  new  tariff  was  put  into  effect  raising  the  rate  to  8  cents  per 
hundredweight.  This  rate  was  canceled  ten  days  later  by  a  tariff  nam- 
ing a  rate  of  $23  per  tank  car,  regardless  of  weight.  A  copy  of  this 
tariff  is  given  on  page  114. 
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CENTRAL  VERMONT  RAILROAD 


Interptate  Freight  Tariff 

No.  Y.  5. 

(Cant-eling  Tariff  No.  Y.  4.) 

Applying  on 

Oil  in  Tank  Cars 

from 

Norwood,  N.  Y., 

to 

Burlington,  Vt, 

$23.00  per  Car. 

Subject  to  official  classification  weisht«. 

Above  rate  must  not  be  exceeded  l)etween  intermediate  interstate  points 
in  same  direction. 

St.  Albans,  Vt.,  Jan.  6,  1893.     Effective  Jan.  11,  1893. 


Under  this  tariff,  when  freight  is  to  be  loaded  by  consignor  or  unloaded 
by  consignee,  one  dollar  ($1.00)  per  car  per  day  or  fraction  thereof,  for  de- 
lay beyond  48  hours  in  loading  or  unloading,  will  be  added  to  tbe  rates 
named  herein,  and  constitute  a  part  of  the  total  charges  to  l)e  collecte<l  by 
the  carrier  on  the  property.  Except,  however,  when  in  conflict  with 
rules  of  Car  Service  Associations  at  destination,  in  which  case  the  Car  Serv- 
ice Regulations  shall  prevail. 


Gro.  Cassidy,  E.  a.  Chittenden, 

Ass't.  General  Freight  Agent.  General  Freight  Agent. 

L.  A.  Emerso.v,  Freight  Traffic  Manager. 


The  $23  rate  is  in  eflfect  at  the  present  time.  In  the  meantime,  in 
1897,  the  Rutland  Railroad  acquired  the  properties  of  the  old  Central 
Vermont  Railroad  and  the  Ogdensburg  and  Lake  Champlain  extend- 
ing from  Norwood  to  Rouses  Point.  The  Rutland  continued  this  low 
tank-car  rate,  and  in  1897  a  rate  of  $28  per  tank  car  was  made  appli- 
cable from  Norwood  to  Rutland  and  a  rate  of  $30  per  tank  car  fix>m 
Norwood  to  Bellows  Falls.  As  already  noted,  the  Burlington  rate  is 
participated  in  by  the  Central  Vermont  Railway  un.der  a  prorating 
arrangement  wdth  the  Rutland. 

That  the  limitation  of  these  low  rates  to  oil  in  tank  cars  was  a  delib- 
erate discrimination  in  favor  of  the  Standard  Oil  Company  there  can 
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be  no  reasonable  doubt.  The  Standard  Oil  Company,  on  account  of 
its  large  business,  was  able  to  establish  tank  stations,  and  was  therefore 
particularly  able  to  take  advantage  of  low  rates  on  oil  moved  in  tank 
cars,  whereas  the  independent  shipper  would  be  more  benefited  by 
low  rates  in  barrels. 

The  Central  Vermont  in  April,  1896,  established  a  rate  of  $23  per 
car  on  lubricating  oil,  in  wood,  from  Norwood  to  Burlington.  A  copy 
of  this  tariff  follows: 


Aty.  1079  I.  C.  0.  No.  A-18. 

(E.  C.  Smith  and  Ohae.  M.  Hays,  Receivers) 

CENTRAL    VERMONT    RAILROAD 

Interstate  Freight  Tariff. 

No.  Y.  7 


Applying  on 

^UBRICATINCt  oil,  in  wood, 
(Carloads  60  barrels) 

From 

NORWOOD,    N.    Y. 

To 

BURLINGTON,    VT., 

Rate $23.00  per  car 

This  rate  must  not  be  exceede<l  to  intermediate 
points  in  the  direct  line. 


Above  rate  must  not  be  exceeded  between  intermediate  interstate 
points  in  same  direction. 


St.  Albans,  Vt.  April  8,  1896.  EFFECTIVE  April  15,  1896. 


Under  this  Tariff,  when  freight  is  to  l^e  loaded  by  consignor  or  unloadeil 
by  consignee,  one  dollar  ($1.00)  per  car  j)er  day  or  fraction  thereof,  for  de- 
lay beyond  48  hours  in  loading  or  unloading,  will  be  added  to  the  rates 
named  herein,  and  constitute  a  part  of  the  total  charges  to  be  collected  by 
the  carrier,  on  the  property.  Except,  however;  when  in  conflict  with  rules  j 
of  Car  Service  Associations,  at  destination,  in  which  case  the  Car  Service  I 
Regulations  shall  prevail.  I 

GEO.  CASSIDY.  E.  A.  CHITTENDEN, 

Afis't  General  Freight  Agent.  General  Freight  Agent. 
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Prior  t<)  the  issuance  of  this  tariff,  it  appears  that  the  Standard  Oil 
Company  had  rendered  claims  for  the  $23-per-car  rate  on  certain  ship- 
ments of  lubricating  oil.  These  claims  were  declined  under  the  exist- 
ing tariff,  but  the  Central  Vermont  offered  to  make  a  new  tariff 
applying  the  rate  of  $23  per  car  on  lubricating  oil  in  wood — 24,000 
pounds  to  the  car.     This  is  brought  out  in  the  following  letter: 

Mabch  2S,  1896. 
Howard  Pa(jk,  Fj&\.y 

:?G  /h'0(i(ltr<n/j  Xeir  Vork^  N.  V. 
Dear  Sir:  Referring  to  iny  letter  to  you  of  November  7  last,  referring  to  your 
coninfiinirations  of  Octolwr  16  and  17,  regarding  lubricating  oH  waybilled  from 
Norwood  to  Burlington,  consigned  Vacuum  Oil  Ck>.,  also  referring  to  your  letter  to 
me  of  November  8  on  the  same  subject,  in  which  you  had  advised  you  had  turned 
over  the  freight  bills  to  Mr.  F.  B.  Stedman  to  make  claim  against  the  R.  W.  &  0. 
and  Central  Vermont  to  correct  charges  to  tariff  rates  in  effect,  etc.  As  stated  in 
my  letter  to  you  of  November  7,  above  referred  to,  the  correspondence  you  had  with 
Mr.  L.  A.  Emerson,  in  January,  1893,  had  reference  to  petroleum  oil  account 
Standard  Oil  Co.,  for  shipment  to  the  oil  tanks  at  Burlington,  and  was  never 
intended  to  apply  on  lubricating  oils  account  Vacuum  Oil  Co.,  and  we  could  not 
consistently  entertain  any  claims  for  overcharge  on  lubricating  oil  based  on  any 
rates  that  were  given  you  by  Mr.  Emerson  to  apply  on  illuminating  oils.  We  are, 
however,  willing  to  make  the  rate  on  lubricating  oils  Norwood  to  Burlington  twenty- 
three  dollars  ($23.00)  per  car  of  sixty  barrels,  or  24,000  lbs.,  and  will  put  that  rate 
in  force  on  hearing  from  you  that  the  same  will  be  satisfactor}'. 

Yours  truly, 

Mr.  Page's  reply  was  as  follows: 

Rate  barreled  oil  Norwood  to  Burlington. 

26  Broadway,  New  York,  March  SO^  1896. 
Mr.  E.  A.  Chittenden, 

a.  F.  A.,  Cen,  17.,  St.  Albam,  17. 
Dear  8ir:  I  am  in  receipt  of  your  favor  of  tlie  28th  instant.  In  the  first  place  we 
would  be  glad  if  you  would  put  in  a  rate  of  $23  per  car  of  60  barrels  on  oil,  in  bar- 
rels, Norwood  to  Burlington.  In  regard  to  the  shipments  that  have  been  made  here- 
tofore, I  will  hold  this  matter  until  I  have  the  pleasure  of  seeing  you,  when  I  think 
there  will  l>e  no  trouble  about  our  reaching  a  satisfactory  conclusion. 
Yours  truly, 

Howard  Page. 

On  April  8,  1896,  or  about  a  week  after  this  letter  was  written,  the 
receivers  of  the  Central  Vermont  Railroad  issued  a  rate  of  $23  per  car 
on  lubricating  oil,  as  shown  by  their  tariff  Y  7,  above  presented. 

A  representative  of  the  Rutland  Railroad  contended  that  this  rate 
would  cover  shipments  of  refined  oil.  In  a  letter  to  the  Bureau,  dated 
November  24,  1905,  he  stated: 

In  former  times  it  was  customary,  iji  issuing  commodity  tariffe  applying  upon 
specific  articles,  to  liniit  the  application  of  the  rates  to  the  particular  form  of  ship- 
ment for  which  rate  inquiries  were  presented,  and  undoubtedly  this  is  the  explana- 
tion for  the  publication  of  the  rates  on  oil  in  tank  cars  from  Norwood  to  the  three 
points  named,  i.  e.,  Rutland,  Burlington,  and  Bellows  Falls. 

I  find  that  the  rate  clerk  who  prepared  the  statement  of  the  rates  transmitted 
with  my  letter  to  you  of  October  30,  showing  rates  on  oil,  in  wood,  in  carloads,  from 
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Norwood  to  Burlington  as  33  cents  i>erhundretl  pounds,  overlooked  a  tariff  issued  in 
1896,  and  still  in  effect,  applying  rate  of  $23  i)er  car  on  lubricating  oil,  in  barrels, 
carloads,  from  Norwood  to  Burlington,  Vt.,  and  copy  t>f  this  tiiriff  is  inclosed  here- 
with. This  tariff  undoubtedly  indicates  the  j)urpos(!  an<l  intention  of  the  Central 
Vermont  Railroad  to  apply  the  same  rate  upon  oil,  in  wood,  from  Norwoo<l  as  in 
effect  upon  oil,  in  tank  cars. 

The  traffic  manager  of  the  Standard  Oil  Conipan}'  also  contended 
that  there  was  no  intention,  in  making  this  rate  upon  lubricating  oil 
in  barrels,  to  limit  its  application  to  that  particular  commodity,  saying 
that  no  sane  railroad  man  would  issue  a  tariff  covering  lul)ricating  oil 
only. 

These  contentions,  however,  are  clearly  untenable.  The  use  of  the 
word  *' lubricating"  in  the  tariff  could,  under  established  i)rinciples 
of  railroad  rate  making,  give  authority  to  an  agent  to  bill  only  that 
specific  kind  of  oil,  and  the  correspondence  above  presented  shows  that 
it  was  intended  to  cover  only  that  kind  of  oil.  There  is  every  reason 
to  be  ieve  that  this  mte  on  lubricating  oil  was  of  the  same  discrimina- 
tory character  as  the  rate  on  oil  in  tank  cars,  and,  like  the  latter,  intended 
for  the  use  of  the  Standai-d  Oil  Company,  which  ships  a  large  amount 
of  lubricating  oil  in  barrels  and  which  therefore  would  not,  in  the 
absence  of  such  a  tariff,  have  been  able  to  secure  the  low  tank-car 
rate  on  a  large  part  of  its  lubricating-oil  shipments. 

Admitting  for  the  moment  that  independent  shippers  in  western 
Pennsylvania  might  have  obtained  the  same  rates  from  Rochester  as 
were  obtained  by  the  Standard,  it  is  apparent  that  they  would  still 
have  been  at  a  very  great  disadvantage  because  of  the  highly  discrimi- 
natory character  of  the  Olean-Rochester  rate  of  the  Pennsylvania. 
It  will  be  recalled  that  rates  from  independent  shipping  points  into 
Rochester  were  from  12  cents  to  14^^  cents  per  hundred  pounds,  or 
about  38  cents  to  46  cents  a  barrel,  as  comi)arcd  with  a  nite  of  i)  cents 
per  barrel  in  tank  cai^s  obtained  by  the  Vacuum  (Standard)  Oil  C'oni- 
pany  from  Olean.  The  discrimination  against  the  independents  on 
this  portion  of  the  haul  alone  would  have  made  it  practically  im[K)s- 
sible  for  them  to  use  the  Norwood  route,  even  had  thev  olitained  eciual 
treatment  for  that  portion  of  the  haul  beyond  Rochester. 

Section  14.  Eyidence  of  the  secret  nature  of  the  rates  beyond  Rochester. 
The  low  rates  on  oil  from  Rochester  to  Vermont  via  Norwood  were 
of  a  secret  chai*acter.  In  the  case  of  the  tariffs  of  the  C'entral  Vermont 
and  the  Rutland  railroads  on  tank-car  oil  fi*om  Norwood,  it  is  true 
that  copies  were  filed  with  the  Interstate  Commerce  Commission,  but 
the  very  general  ignorance  of  such  rates  among  independent  refiners 
is  clear  proof  that  such  tariffs  had  an  exceedingly  liniited  circulation. 
Convincing  evidence,  however,  of  the  secret  niiture  of  these  low  tjiuk- 
car  rates  out  of  Norwood  is  furnished  by  correnpondence  between  \\u]'  - 
H.  Doc.  812,  59-1 10 
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pendent  refiners  in  western  Pennsylvania  and  railroads  leading  into 
Vermont  territory. 

The  following  letter  to  the  American  Oil  Works  (Limited)  from  the. 
Rome,  Watertown  and  Ogdensburg  Railroad  is  self -explanatory^ : 

Rome,  Watertown  and  Ogdensburg  Railroad, 

N.  Y.  C.  Lessees, 
Rochester,  N,  Y.,  October  ^0,  1891, 
Amkrican  Oil  AVorkr  (Limited), 

TdxjLsvUle,  Pa. 
(iENTLKMEx:  Replying  to  your  favor  of  13th  inst,  requesting  rates  to  northern 
New  York  and  Vermont  points  on  oil,  1  regret  to. say  I  am  unable  to  quote  you  rates 
to  the  points  in  question,  as  the  rates  are  made  and  given  at  point  of  shipment. 
Yours  tnily, 

H.  C.  Davis,  Contg.  Agi. 

The  Rome,  Watertown  and  Ogdensburg  Railroad  is  the  line  over 
which  the  shipments  of  the  Standard  (Vac»iiuni)  Oil  Company  move 
from  Rochester  to  Norwood.  It  seems  incredible  that  this  company 
should  not  have  known  of  the  low  rates  from  Norwood  to  Vermont 
points.  In  any  event,  it  knew  that  the  Standard  Oil  Company  was 
shipping  a  large  quantity  of  oil  over  its  lines  into  Vermont  via  Nor- 
wood, and  any  reasonable  consideration  of  the  welfare  of  other  patrons 
would  have  induced  the  road  to  find  out  the  rates  beyond  Norwood, 
if  it  did  not  already  know  them,  or  at  least  to  notify  the  would-be 
shipper  of  the  existence  of  this  combination  of  rates.  This  letter, 
therefore,  can  be  interpreted  only  as  convincing  evidence  that  the 
rates  from  Norwood  were  effectively  concealed.  At  the  time  this 
letter  was  written,  it  will  be  recalled,  the  Vacuum  Oil  Company 
was  o])taining  a  rate  of  only  $12  per  tank  car  from  Norwood  to 
Burlington. 

On  April  '2, 1895,  the  soliciting  agent  of  the  Lake  Shore  and  Michi- 
gan Southern  Railway  Company  wrote  the  American  Oil  Works  as 

follows: 

Cleveland,  Ohio,  April  jp,  1895. 

The  American  Oil  AVorks, 

Tiinsrille,  Pa. 

Gentlemen:  Referring  to  our  conversation  of  some  time  since,  relating  to  carload 
rates  to  Vermont  jH)int.«,  I  have  looked  into  this  matter  very  carefully  and  find  that 
the  following  rates  are  the  hest  at  the  present  time: 

Burlington,  Yt.,  44j<t  per  100  Ibp.,  via  Rutland. 

St.  An)ans,  Vt.,  50J«v  per  100  \h^.,  via  Rutland. 

Richfonl,  Vt.,  54j<t;  per  100  lbs.,  via  Malone. 

St.  Johnsbury,  Vt.,  30A<;  per  1(X)  lbs.,  via  Bellows  Falls. 

.Newport,  Vt.,  38A<:  j)er  1(X)  lbs.,  via  Bellows  Falls. 

The  1<'SH  than  carload  rate  to  St.  Johnsbury,  Vt.,  and  Newport,  Vt.,  is  33f  per 
100  lbs. 

Note  the  attnehed  letter  we  have  from  Mr.  Chittenden,  of  the  Central  Vermont 
Railway. 

Yours  truly,  W.  F.  Richards, 

Soliciting  Agent. 

Retur;i  the  letter. 
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Again,  on  April  12,  1898,  the  commercial  agent  of  the  New  York, 
Chicago  and  St.  Louis  Railroad  Company,  one  of  the  Vanderbilt  lines, 
wrote  to  the  manager  of  the  American  Oil  Works,  Titusville,  Pa.,  as 
follows:^ 

Pittsburg,  Pa.,  April  12^  181)8. 
Rates  on  oil,  Titusville  to  Vermont  points. 
>Ir.  T.  B.  Westgate, 

Manager  of  Atnerican  (HI  Works,  T^tutvUUy  Pa. 
Dear  Sir:  Referring  to  conversation  the  writer  had  with  you  a  short  time  ago  in 
regard  tr)  rates  on  oil  from  Titusville  to  points  in  Vermont, 

I  regret  exi*eedingly  that  at  the  present  time  we  can  not  name  satisfactory  rates 
on  oil  from  Titusville  to  Vermont  points.  We  hope,  however,  to  be  aVj>le  to  do  so 
in  the  near  future,  and  will  advise  you  just  as  soon  as  possible. 

Yours  truly,  W.  II.  Richards, 

Commercial  Agent. 
Howes. 

Here,  then,  were  two  lines  affiliated  with  the  New  York  Central 
and  hence  in  a  position  to  obtain  rates  from  the  New  York  Centml 
and  its  connections,  one  of  which  frankly  states  to  an  independent 
retiner  that  it  can  not  name  satisfactory  rates  on  oil  from  Titusville 
to  Vermont  points,  and  the  other  quotes  a  rate  of  44^  cents  to  Bur- 
lington at  a  time  when  the  Standard  Oil  Company  was  able  to  ship 
from  Olean,  N.  Y.,  for  about  15.3  cents.  It  will  be  noted  that  the 
Burlington  rate  of  44i  cents  is  quoted  as  via  Rutland.  A  fair  inter- 
pretation of  this  letter  is  that  the  Lake  Shore  and  Michigan  Southern 
Railway  Company  either  was  not  informed  by  the  New  York  Central 
of  rates  via  the  Rochester-Norwood  route,  or  else  deliberate!}'  with- 
held from  an  independent  refiner  at  Titusville  the  fact  that  the  low 
rate  applied  by  that  route.  In  view  of  all  the  circumstances,  the 
conclusion  seems  unavoidable  that  the  low  rates  via  the  Rochester- 
Norwood  route  into  Vermont  were  not  only  ori<rinally  intended  for 
the  exclusive  use  of  the  Standard  Oil  Company,  but  that  efforts  were 
made  to  conceal  these  rates  from  competitors  of  that  company. 

Further  evidence  of  the  secret  cliaracter  of  this  Olean -Rochester- 
Norwood  combination  of  rates  is  the  fact  that  iiulepondent  shippers 
have  practically  ceased  to  do  any  considerable  volume  of  business 
in  Vermont  territory,  whereas  the  Standard  Oil  Company's  ship- 
ments are  heavy.  Apparently  no  independent  refiner  interviewed  bv 
agents  of  the  Bureau  had  the  slightest  information  from  railroad 
companies  of  the  existence  of  this  low  combination  of  rates.  The 
manager  of  the  American  Oil  Works  at  Titusville,  Pa.,  when  asked 
specifically  if  he  was  aware  of  this  rate  with  the  Rutland  from 
Norwood,  stated  positively  that  he  had  no  knowledge  of  it  whatever, 
although  he  had  frequently  asked  for  rates  into  Vcuinont  t(Mritory. 

«  Report  of  the  Industrial  Commission,  Vol.  I,  p.  374. 
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Furtlieniiore,  on  a  shipment  b}^  the  American  Oil  Works,  at  Titus 
villc,  to  Jonesville,  Vt.,  on  October  15,  1900,  via  the  Dunkirk,  Alle- 
gheny Valley  and  Pittsburg  Railroad,  a  rate  of  33  cents  per  hundred 
pounds  was  charged  from  Titusville  to  Burlington  on  a  carload  lot  con- 
sisting of  58  ])arrels  of  refined  oil  and  2  barrels  of  gasoline  In  other 
words,  at  the  very  time  that  the  Standard  Oil  Company  was  shipping 
oil  from  Olean  to  Burlington  for  about  15.3  cents  per  hundred  pounds, 
a  competitor  at  Titusville,  Pa.,  was  actually  charged  33  cents  per 
hundred  pounds.  It  is  hardly  surprising  that  comparatively  few  com- 
petitive shipments  to  Burlington  were  found. 

Fuilher  connnent  as  to  the  secrecy  of  this  combination  of  rates 
seems  almost  superfluous.  It  may  be  repeated,  however,  that  the 
authority  for  the  Olean-Rochester  rate  was  a  typewritten  order  con- 
spicuously marked  ''Not  to  be  posted;"  that  the  rate  was  only  about 
one-fouilh  of  the  open  rate  of  the  Erie  Railroad  from  Olean  to  Roch- 
ester; that  shipments  at  this  rate  of  9  cents  per  barrel  were  blind- 
billed  by  the  Peimsylvania,  and  last,  that  for  years  this  rate  had  been 
in  effect  without  becoming  known  to  independent  refiners  who  for- 
merly did  a  large  business  in  the  Rochester  market.  If  contention 
l)e  made  that  this  rate  was  not  knowingly  used  on  interstate  business, 
it  need  only  be  said  that  the  Pennsylvania's  billing  at  Olean  clearly 
showed  Vermont  as  the  final  destination  of  a  very  large  number  of 
such  shipments,  and  specified  the  Norwood  route.  So  far  from  the 
9-cent  rate  being  only  occasionally  used  on  finished  products  of  the 
Olean  refinery,  more  than  200  cars  of  such  finished  products  were 
shipjKHl  to  Vermont  alone  in  1904,  on  which  the  9-cent-per-barrel  rate 
applied  up  to  RochesUu-,  and  more  than  800  cars  of  such  finished 
prcnlucts  were  shipped  to  destinations  in  New  York  State  beyond 
Rochester  or  Genesee  Junction  or  Buffalo,  using  this  9-c^nt  rate  or 
the  other  secret  rates  named  up  to  these  junctions.  Moreover,  these 
finished  products  have  thus  been  shipped  in  large  quantit}'  for  ^^ears. 

The  argument  that  the  Standard  Oil  Company  could  have  built  a 
pipe  line  from  Olean  to  Rochester  and  that  the  low  rate  of  the  Penn- 
sylvania was  put  in  to  prevent  this  hardly  calls  for  discussion.  The 
Standard's  pipe-line  system  extends  from  Indian  Territory  to  New 
York  Harbor  and  connects  with  every  refinery  of  the  company  from 
Kansas  to  the  Atlantic  seaboard.  If  this  argument  of  the  Pennsyl- 
vania were  admitted,  the  Standard  might  with  equal  justice  demand 
low  and  secret  I'ates  on  its  entire  business. 

As  far  as  the  secret  nature  of  the  Norwood  rates  is  concerned,  the 
enormous  discrei)ancy  between  the  rate  on  tank  cars  and  the  rate  in 
barrels  of  the  Rutland  and  Central  Vermont  is,  on  its  face,  convincing 
evidence  of  an  intent  to  discriminate  and  conceal.  The  fact  that  such 
low  tank-car  rates  have  been  in  effect  for  at  least  sixteen  years,  during 
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which  time  independent  shippers  have  repeatedly  asked  for  rates  into 
Vermont  and  yet  never  obtained  information  in  regard  to  these  rates 
on  tank  cars,  should  be  a  sufficient  indication  as  to  whether  or  not  the 
rates  were  secret. 

Section  15.  DiBcrimination  in  local  rates  from  Bnrlington  to  Vermont 
points. 

The  advantage  of  the  Standard,  however,  did  not  end  here.  An 
examination  of  the  records  of  the  Central  Vermont  Railway  showed 
that  that  company  had  in  effect  still  other  low  tank-c^r  rates  for 
local  hauls  out  of  Burlington  to  Vermont  points.  Furthermore, 
that  company  allowed  the  Standard  Oil  Company  secret  and  highly 
discriminating  rates  on  less-than-carload  shipments  from  Burlington. 

These  less-than-carload  rates  were  applied  by  false  'waybilling  and 
subsequent  manipulation  of  the  company's  accounts.  The  method 
was  in  brief  as  follows:  Oil  shipped  out  of  Burlington  over  the  Cen- 
tral Vermont  was  billed  at  the  regular  tariff  rates  as  prepaid,  but 
settlement  was  actually  made  with  the  general  office  of  the  company 
monthly.  The  local  agent,  having  reported  the  shipments  as  prepaid, 
made  claim  upon  the  general  office  for  ''relief"  of  the  charges  in  order 
to  balance  his  accounts.  His  relief  claim  showed  the  various  ship- 
ments entered  in  detail  at  the  full  rates.  After  this  reached  the  main 
office,  however,  a  revised  statement  was  prepared  using  the  special 
rates  on  less  than  carloads,  where  such  rates  were  allowed,  and  com- 
puting the  charges  on  this  basis.  The  Standard  Oil  Company  was 
charged  with  the  amount  shown  on  this  revised  statement  and  the 
difference  between  it  and  the  agent's  statement  charged  to  freight 
receipts  to  balance. 
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A  copy  of  part  of  one  of  these  statements,  as  revised  in  the  main 
office  of  the  i-ailroad  company,  follows: 


F.  A.  411. 


Claim  No.  0.  2441 
CENTRAL  VERMONT  RAILWAY  COM  PAN  yT 
This  Statement  intist  not  be  detatrhe<i  from  Voucher. 
Burlington  Sta. 


WAY-BILL 

CARS 

Weight 
16000 

• 
DIVISION  OF  CHARGES 

Date                     No. 

Whose      No. 

Articiin 

Rate 

8i 

ChATgen 

Windsor 

40  Bbls. 

13.60 

59.20 

Hartland 

2 

It 

800 

18 

L44 

2.96 

W.  River  Jet. 

15 

ti 

6000 

8 

4.80 

21.60 

'♦ 

ITank 

51898 

:i5.oo 

35.00 

35.00 

Hartford 

2  Bbls. 

800 

18 

1.44 

2.88 

Sharon 

5 

11 

2000 

18 

3.64 

6.80 

So.  Royalton 

17 

n 

6800 

18 

12.20 

21.76 

Royal  ton 

2 

It 

800 

18 

1.44 

2.40 

Bethel 

10 

tt 

4000 

18 

7.20 

11.60 

»                   « 

« 

« 

* 

« 

« 

Jericho 

4 

It 

1600 

10 

1.60 

1.92 

Clovenlale 

1 

tl 

400 

10 

.40 

.56 

Jeffersonville 

6 

ti 

2400 

9 

2.16 

4.32 

172.55 

671. 59 

519. 83 

0.  Co. 

L20 

Due  from  S. 

521.03B/C 

17.38 

Agents  Relief  Account 


Charged       $671.59 
Should  l)e      521.03 


$150.56  o/c 


In  the  above  statement  the  figures  to  the  extreme  right  are  the 
extensions  of  the  freight  charges  at  the  full  tariff  rate  as  made  by  the 
local  agent.  After  the  statement  reached  the  main  office  a  new  one 
was  prepared  in  which  the  actual  rates  at  which  the  freight  was  settled 
for  were  entered  and  extensions  made  at  these  rates  as  shown.  In 
some  cases  no  changes  in  the  charges  resulted,  for  the  reason  that 
secret  rates  did  not  apply  on  less-than-carload  business  to  all  points 
and,  again,  because  no  change  was  made  in  the  full  tank-car  ship- 
ments. It  will  be  seen  from  the  statement  that  after  the  adjustment 
to  tlie  basis  of  secret  rates  had  been  made  the  total  charges  on  ship- 
ments of  the  Standard  in  the  month  of  December  were  reduced  from 
$671.59  to  $51J).83.  A  slight  correction  was  added,  making  the  total 
amount  due  from  the  Standard  after  applying  the  secret  rates  $521.03. 
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Thia  was  the  amount  actually  charged  the  Standard  Oil  Compan}-. 
The  difference  between  this  and  the  amount  of  charges  at  the  full  rates, 
namely,  $150.56,  was  charged  against  freight  receipts  in  order  to  keep 
the  books  of  the  railway  company  balanced.  These  figures  do  not, 
however,  indicate  the  full  extent  of  the  departure  from  published 
rates,  since  they  include  carload  business  on  which  the  same  rate 
appears  in  both  columns  of  charges,  although,  as  shown  below,  these 
tank-car  rates  were  also  secret.  Omitting  all  tank-car  shipments,*the 
charges  on  less  than  carloads  shipped  during  December,  1904,  were, 
at  the  published  rates,  $372.04.  The  actual  charge  to  the  Standard 
on  them  was  $221.48,  or  a  reduction  of  over  40  per  cent.  This  differ- 
ence was  virtually  a  rebate  to  the  Standard  Oil  Company,  though  not 
in  the  technical  sense  of  having  been  repaid  to  them. 

It  was  found  that  there  were  fifty- five  of  these  secret  rates  on  less- 
than-carload  shipments  out  of  Burlington.  These  rates  and  the  cor- 
responding second-class  rates,  which  would  be  the  tariff  rates  on  less- 
than-carload  shipments  under  the  tariffs  of  the  Central  Vermont, 
follow. 

COMPARISON  OF  SECRET  LESS-THAN-CARLOAD  WITH  SECOND-CLASS  RATES  OF  CENTRAL 
VERMONT  RAILWAY  BETWEEN  BURLINGTON  AND  OTHER  POINTS  IN  VERMONT. 

[Rates  in  cents  per  hundred  (lounds.] 


Between  Burlington  and— 


Highgate  Springs,  Vt . . 

East  Swanton.  Vt 

Alburg.Vt 

EastAlburg,  Vt 

West  Swanton,  Vt 

Swanton,  Vt 

St.  Albans,  Vt 

Richford,  Vt 

East  Berkshire.  Vt 

North  Enosburg,  Vt 

Enosburg  Falls,  Vt 

South  Franklin,  Vt 

North  Sheldon,  Vt 

Sheldon  Junction,  Vt . . 

Sheldon  Springs.  Vt 

OakUnd,  Vt 

Geoigia,  Vt 

Milton,  Vt 

Colchester,  Vt 

Gunbridge  Junction,  Vt 

Jeffersonville,  Vt 

Oambridge,Vt 

Cloverdale,Vt 

Korth  Underbill,  Vt 

Underbill,  Vt 

Jertcho.Vt 

Esex  Center,  Vt 

Emex  Junction,  Vt 


Secret 
rate. 


Second- 
class 
rate. 


Between  Burlington  and- 


Secret 
rale. 


Seooiid 
class 
rate. 


Winooski.Vt 

Williston.Vt 

Richmond,  Vt 

Jonesville,  Vt 

Bolton, Vt 

North  Duxbury,  Vt 

Waterbury ,  Vt 

Middlesex,  Vt 

Williamstown,  Vt 

South  Barre.Vt 

Barre.Vt 

Montpelier,  Vt 

Northfield,Vt 

Roxbury.Vt 

Eiiht  Granville,  Vt 

Braintree,  Vt 

Randolph,  Vt 

Bethel,  Vt 

Royalton,  Vt 

South  Royalton,  Vt 

Sharon,  Vt 

West  Hartford,  Vt 

Hartford,  Vt 

White  River  Junction,  Vt. 

North  Hartland,  Vt 

Hartland.Vt 

Windsor,  Vt 


9 

12  I 
J  J 
M 

19 
11 

10  ! 

10  I 
17 

17  I 

18  I 
IS  ; 
18 
18 
IS 
1« 
18 
18 

18 

8 
IS 
18 

8i 


11 
IJ 
11 
II 

v:, 


'JO 
21 


2\) 
30 
32 
34 
35 
3G 

:;6 
:){', 
37 
37 
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Rates  ox  full  tank-car  shipments. — As  just  stated,  the  Central 
Vermont  not  onl}^  allowed  the  Standard  Oil  Company  these  secret  rates 
on  less  than  carload  shipments,  but  it  also  quoted  that  company  flat 
rates  on  tank  cars,  on  shipments  from  Burlington  to  several  poin^ 
which  were  distinctly  low.  These  rates  were  in  the  form  of  special  rate 
advices  and  were  issued  as  for  "account  of  Standaixl  Oil  Company.'' 
A  ^opy  of  one  of  these  rate  advices  follows: 


(i.  F.  I).  702 

CM:NTRAL  VERMONT  RAILWAY  COMPANY.  ; 
Office  of  General  Fheight  Agent. 

No.  05/31  Cancelling  04/79.                                  8t.  Albans,  Vt,  Sept.  25th,  1905. 
Agent  must  enter 
this  number  on 
way-bill                            SPECIAL  RATE  ADVICE. 

The  following  special  rat«  is  authorized  on 
Petroleum  Oil  in  Tank  Care. 
Account  of  Standanl  Oil  Comi)any 

From — 

T<^ 

Rate 

Burlington 

Alburgh,                                                                                   vt. 

Barre,                                                                                      •* 

Bethel, 

I'XMex  Jet.. 

Enosburg  Falls,                                                                         " 

Montpelier, 

Richmond,                                                                              " 

St.  Albans, 

White  River  Jet., 

•36. 00  per  car. 
86.00    ••      •• 
46.00    "      " 
10.00  ••     •• 
86.00    •*      •• 
36.00    "      •• 
80.00    ••      •• 
30.00    ••      •• 
85.00    "     •• 

Via 

This  rate  will  expirt^  l)ecenil)er  Hist,  1905,  unless  otherwise  advised. 

ROBERT  L.  BURNAP, 

General  Freight  Agent. 
To  W.  (i.  C.,  W.  H.  L. 
Athy  S-172.                                                                                            S 

It  will  l)e  iK)t<}d  that  no  limit  as  to  weight  is  imposed  b}'  this  rate 
order.  Accepting  <U),00()  pounds  as  the  average  weight  of  the  car, 
which  seems  reasona})le  and  which  is  rather  less  than  the  average 
weit^ht  of  cars  shipped  into  Burlington  from  Olean  in  1904,  these  rates 
arc  equivalent  to  from  less  than  2  to  7i  cents  per  hundred  pounds. 
Although  the  distances  are  fairly  short,  these  rates  are,  neverthe- 
less, very  low  for  this  territory.  This  is  indicated  by  the  following 
table,  showing  the  rates  reduced  to  the  basis  of  100  pounds,  and  on 
the  assumption  of  00,000  pounds  as  the  w^eight  of  a  tank  car,  together 
with  the  distances  from  Hurlington.  The  third-class  rates  of  the 
Central  Vermont  are  also  added,  since  this  rate  is  the  one  ordinarily 
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applied  by  that  railroad  on  local  shipments  of  petroleum  in  full  car- 
loads, and  the  rates  actually  charged  independents  on  certain  ship- 
ments of  oil  in  barrels  from  Burlington. 

8PBCIAL  LOCAL  RATES  ON  OIL  IN  TANK  CARS.  CENTRAL  VERMONT  RAILWAY. 


From  Burlington,  Vt.,  to — 


AJbnrg,  Vt 

Barre,  Vt 

Bethel,  Vt 

Essex  Janction.  Vt 

Enosiburg  Palln,  Vt 

Montpelier,  Vt 

Richmond,  Vt 

St.  Albans.  Vt 

White  River  Junction,  Vt. 


Distance. 

Miles. 
53 
M) 
79 
8 
ftl 
42 
18 
33 
104 


Special  rate. 

Third-class 

rate  per 

cwt. 

Per  car. 

Per  cwt.a 
Cents. 

Cents. 

$36.00 

6 

17 

36.00 

6 

16 

45.00 

7.6 

23 

10.00 

L7 

8 

35.00 

5.8 

17 

36.00 

6 

16 

30.00 

5 

10 

30.00 

5 

15 

35.00 

5.8 

28 

oNo  weight  limit  on  carloads  being  specified,  rates  per  hundredweight  are  based  on  60,000  pounds. 

It  may  further  be  noted  that  after  the  investigation  of  the  Bureau 
had  been  ordered  the  Central  Vermont  mado  these  special  rate  advices 
read  applicable  to  all  shippers,  instead  of  to  the  Standard  Oil  Com- 
pany.    This  belated  change  is  suggestive. 

It  was  claimed  by  the  Central  Vermont  Railway,  and  also  by  the 
traffic  manager  of  the  Standard  Oil  Company,  that  notwithstanding 
the  fact  that  these  special  i*ate  advices  specifically  mentioned  that  com- 
pany as  the  recipient  of  these  rates,  they  were  not  secret,  but  would 
have  been  open  to  any  shipper  asking  for  them.  A  fair  answer  to 
this  is  that  it  is  the  general  practice  of  the  Central  Vermont  to  charge 
the  third-class  rates  on  petroleum  in  c^ir  lots,  that  these  special  rate 
advices  were  not  published,  and  that  a  shipper  in  western  Pennsyl- 
vania would  have  no  reason  to  suppose  that  such  rates  were  in  effect 
in  view  of  the  usual  pi-actice  of  the  road  in  charging  third-class  rates. 
Furthermore,  third-class  rates  have  been  quoted  independent  shippers 
by  the  Central  Vermont  Railway  from  Rouses  Point  and  from  White 
River  Junction,  which  were  very  much  higher  than  these  tank-car 
rates  out  of  Burlington.  A  shipper  in  the  interior  would  naturally  ask 
for  local  rates  from  Rouses  Point  instead  of  from  Burlington  in  order 
to  reach  towns  in  the  northern  part  of  the  State.  If  these  special  rate 
advices  were  really  open,  shippers  inquiring  for  rates  from  Rouses 
Point  ought  to  have  been  advised  of  the  low  rates  from  Burlington 
which  would  make  a  much  lower  combination. 
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111  this  connection  the  following  letter  is  of  interest: 

[Special  order,  serieii  1902.  No.  D-76.] 
[Mr.  Wm.  H.  (Sreene,  a^ent,  Burlington,  Vt.    Mr.  W.  C.  Crabbe,  auditor,  St.  Albans,  Vt] 

Nov.  3,  1902. 

Dear  Sirs:  Oil,  tank  care,  account  of  Standard  Oil  Company,  eje  Olean,  N,  F.,  via 
Norujood  and  Rouses  Poinl  to  Burlington. 

Inasmuch  as  this  traffic  is  to  travel  from  Oiean  to  Burlington  via  Rouses  Point  and 
our  line,  I  have  arranged  the  following  rates  for  reforwarding  tank  cars:  Burlington 
to  Essex  Junction,  $10  per  car;  Enosburg  Falls,  $35  per  car;  Bethel,  $45  per  car. 

It  is  to  be  underetood  that  the  Standard  Oil  people  will  notify  us  in  advance  and 
enable  us,  if  it  is  possible,  to  stop  the  Enosburg  Falls  cars  off  at  St.  Albans,  returning 
it  from  this  point,  the  through  bill  going  into  Burlington,  you  to  make  out  a  bill  of 
$35  from  Burlington.  On  the  cars  for  I'^ex  Junction  the  S.  O.  Co.  to  notify  us  in 
advance,  to  enable  us  to  stop  the  car  at  Essex  Jet.,  the  through  bill  going  into  Bur- 
lington, you  to  make  a  bill  from  Burlington  to  Essex  at  $10.  On  the  cars  for  Bethel 
we  to  be  notifi€Ml  and  forward  direct,  through  bill  going  to  Burlington,  you  making 
bill  from  Burlington  to  Bethel  at  $45. 

The  above  will  Ixj  the  flat  billing  rates. 

Youre  tnily,  , 

General  Freight  Agent, 

This  letter  clearly  shows  that  it  was  intended  to  apply  these  local 
rates  in  connection  with  oil  from  Olean,  N.  Y.,  or,  in  other  words,  on 
interstate  business.  This  forcibly  emphasizes  the  point  so  frequently 
made  in  this  report  that  by  combining  unpublished  State  rates  with 
interstate  rates  the  whole  purpose  of  the  interstate  commerce  act  can 
be  practically  nullified.  In  this  case,  however,  the  interstate  rate  was 
also  secret.  The  repeated  reference  in  the  letter  to  the  Standard  Oil 
Company  confirms  the  contention  that  these  tank-car  rates  of  the  Cen- 
tral Vermont  were  specifically  meant  for  the  Standard. 

The  rcforence  in  the  letter  to  the  billing  of  cars  through  to  final  des- 
tination, instead  of  reconsigning  them  at  the  local  i*ates,  makes,  the 
interstate  nature  of  the  transaction  all  the  more  apparent,  sincv-^  it 
shows  that  a  continuous  movement  from  Olean  to  final  destination  wus 
contemplated. 

Section  16.  Net  advantage  of  the  Standard  Oil  Company  oyer  competitors 
on  shipments  to  Vermont. 

The  net  advantage  of  the  Standard  Oil  Company  over  independent 
shippers  for  the  entire  haul  from  Olean  to  the  final  destination  in  Ver- 
mont may  be  arrived  at  by  adding  to  the  secret  combination  of  rates 
into  Burlington  these  flat  tank-car  rates  or  the  secret  less-than-carload 
rates,  and  comparing  the  result  with  the  combination  of  the  open  rate 
from  western  Pennsylvania  to  Burlington  plus  the  third-class  rate  from 
Burlington  to  final  destination  in  Vermont.  This  third-class  i*ate  was 
undoubtedl}'  the  only  one  available  to  independent  shippera.  This 
comparison  is  given  in  the  table  at  top  of  page  127. 
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COMPARISON  OP  CARLOAD  OIL  RATES  FROM  OLEAN,   N.  Y..  AND   FROM  OIL  CITY,  PA.,rt 

TO  POINTS  IN  VERMONT. 

[Rute8  in  cents  per  hundred  pounds.] 


Carloadfl  to — 


Burlington,  Vt 

Alburg,  Vt 

Barre,  Vt 

Bethel,  Vt 

Eaeex  Junction,  Vt 

Enosburg  Falls,  Vt 

Montpelier.  Vt 

Richmond,  Vt 

St.  Albans,  Vt 

White  River  JunctioirVt.«». 


From  Olean,  N.  Y. 


To  Bur- 
lington. 


Special  car- 
load rate 

from  Bur- 
lln^on. 


15.34 
15.34 
15.34 
15.34 
15.34 
15.34 
15.34 
15.34 
15.34 
15.34 


6 

6 

7.5 

1.7 

5.8 

6 

5 

5 

5.8 


From  Oil  City,  Pa.,  etc. 


Total. 


15.34 
21.34 
21.34 
22.84 
17.04 
21.14 
21.84 
20.34 
20.34 
2hl4 


Third- 
To  Bur-  claKS  rate 
lington.  IfromBur 
I  lington. 


Total. 


.  Advantage 
I         of 
SUmdard 
Oil  (^o. 


:« 

17.  (Ui 

-lO 

28.  GG 

49 

27.  ch; 

r»6 

33.16 

41 

•J3. 9G 

50 

*:8.86 

49 

27.  C6 

43 

22. 06 

4S 

27.  <« 

(il 

39. 8G 

a  Oil  City  rate«  apply  also  from  most  other  weHtem  Pennsylvania  refining  points. 

ft  To  White  River  Junction  there  is  a  rate  of  304  cents  from  Oil  City  via  Conoonl,  N.  11. 

From  the  above  table  it  will  be  seen  that  the  Stsindard  Oil  (company 
was  able  to  ship  oil  from  Olean  to  the  various  destinations  named  at 
rates  ranging  from  15.34  cents  in  the  case  of  Burlington  to  22.84 
cents  for  Bethel.  The  cost  to  independent  shippers  in  Oil  City,  on 
the  other  hand,  under  a  combination  of  the  openly  publish(»d  i-ates, 
ranged  from  33  cents  in  the  case  of  Burlington  to  56  cents  to  Bethel 
and  61  cents  for  White  River  Junction.  Except  to  White  Kiver  Junc- 
tion the  charges  of  the  Standard  were  in  every  case  less  than  half  the 
rates  available  to  competitors.  *  To  White  River  Junction  a  lower  rate 
could  be  made  via  the  southern  routes. 

Even  assuming  that  these  flat  rates  on  tank  cars  from  Burlington 
can  be  considered  as  open  rates,  the  Standard  Oil  Company  would  still 
have  a  very  important  advantage  over  its  competitors,  owing  to  the 
secret  combination  of  rates  into  Burlington.  This  is  indicated  by  the 
following  table: 

COMPARISON  OF  CARLOAD  OIL  RATES  FROM  OLEAN  AND  FROM  OIL  CITY  a  TO  POINTS  IN 

VERMONT.  BASED  ON  FLAT  TANK-CAR  RATES  FROM  BURLINGTON  TO  DESTINATION. 

[Rates  in  cents  per  hundrerl  p<Mind».J 


To— 


Fr<im 
Olean. 


From 

Oil  City, 

ete.o 


Advantage 
of  Stand- 
ard Oil  Co. 


Albuiif^Vt 

Barre,  Vt 

BeUiel,  Vt 

Eaeex  Junction,  Vt 

EDosboig  Falls,  Vt 

Mon^)elier,  Vt 

Richmond,  Vt 

8t.  Albans.  Vt 

White  River  Junction,  Vt. 


21.3-1 

39 

17,(56 

21. 34 

39 

17.66 

22.84 

40.50 

M7.66 

17.0-1 

34.70 

17.66 

21. 14 

3S.80 

17.66 

21. W 

39 

17. 66 

20.34 

38 

17.66 

^.34 

38 

17.  (56 

21.14 

38.  HO 

M7.66 

aOil  City  rates  also  apply  from  most  other  we8tern  Penn.sylvania  refining  ]M)1nt». 

^These  points  can  oe  reached  on  a  lower  rate  from  Oil  City,  via  Windsor,  Vt.,  or  Concord,  N.  H. 
On  this  basis  the  advanta^  of  Standard  to  Bethel  (via  WindiK)r)  would  be  15. 66  cents;  advantage  of 
Standard  to  Wliite  Biyer  Jtuiction  (yla  Conoord)  would  be  8.84  cents. 
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Advantage  of  Standard  on  less  than  carloads. — The  advantage 
of  the  Standard  Oil  Company  on  less-than-carload  shipments  is  much 
more  striking,  owing  to  the  fact  that  under  the  published  tariffs  of  the 
Central  Vermont  less-than-carload  shipments  take  the  second-class 
I'ate.  Comparison  of  charges  on  less-than-carload  lots  may  be  made 
on  the  assumption  that  the  independent  would  ship  in  full  carloads  to 
some  central  distributing  point  in  Vermont,  like  Burlington,  or  some 
other  point  to  which  through  I'ates  were  made,  as,  for  instance,  Rutland 
or  Bellows  Falls,  and  then  supply  the  local  towns  by  less-than-carload 
shipments.  The  following  table  compares  the  total  cost  of  this  method 
of  shipment  to  the  Standard  Oil  Company  by  way  of  Burlington  with 
that  of  independent  shippers  from  Oil  City  by  way  of  Burlington,  or 
the  most  favorable  route;  in  the  case  of  the  Standard  the  secret  less- 
than-carload  rates  are  combined  with  the  tank-car  rate  into  Burling- 
ton, while  in  the  case  of  independent  shippers  the  second-class  rate, 
the  only  published  rate,  is  added  to  the  carload  rate  up  to  the  dis- 
tributing point: 

COMPARISON  OF  SECRET  RATES  FROM  OLEAN,  N.  Y..  AND  OPEN  RATES  FROM  OIL  CPTY.a 
PA.,  TO  VERMONT  POINTS,  LESS-THAN-CARLOAD  RATES  BEING  USED  FROM  BURLING- 
TON, VT..  TO  DESTINATION. 

[Rates  In  cents  i>er  hundred  pounds.] 


Less  than  carloadM  to- 


South  Royal  ton,  Vt 

Bethel, Vt 

Willlam.stown,Vt  . 

Barre,Vt 

Montj>elier,  Vt 

Waterbury.Vt 

Richfonl.Vt 

Enosburg  Falls,  Vt 

Alburg.Vt 

East  Alburg,  Vt  ... 
Cambridge.  Vt 


From  Olean,  N.  Y. 

From  Oil  City,  Pa., 

etc. 

To  Bur- 
lington. 

Secret  less- 
than-ear- 
load  ratCK, 
from  Bur- 
lington. 

ToUil. 

To  Bur- 
lington. 

Second- 
clEfB  (iesR 
than  car- 
load) rate, 
from  Bur- 
lington. 

Total. 

a  L.  rate. 

C.  L.  raU. 

15.34 

18 

33.3^1 

38 

32 

65 

15.34 

18 

^.34 

S3 

29 

62 

15.34 

19 

34.34 

33 

23 

56 

15.34 

10 

25.  *1 

33 

21 

54 

15.34 

10 

25.34 

83 

20 

53 

16.34 

12 

27.34 

88 

18 

51 

15.34 

12 

27.34 

83 

25 

58 

15.34 

16 

31.34 

33 

22 

65 

15.34 

10 

25.34^ 

33 

22 

65 

15.34 

10 

25.34 

38 

21 

54 

15.  M 

9 

24.34 

33 

16 

49 

Advan- 
tage of 
Standard 
Oil  Co. 


kSl.66 
528.66 
21.66 
28.66 
b27.66 
23.66 
80.66 
28.66 
29.66 


24.66 


a  Oil  City  rates  also  apply  from  most  other  we^stern  Pennsylvania  refining  points. 

ft  These  points  can  bo  roachwl  on  a  lower  rate  from  Oil  City,  via  Windsor,  Vt  On  this  haids  the 
advantage  of  Standard  to  S<^uth  Roynlton  would  be  8. 16  cents:  advantage  of  Standard  to  Bethel 
would  be  9. 16  cents;  advantage  of  Standard  to  Montpelier  would  be  27. 16  cents. 

Thus,  every  carrier  interested  in  the  transportation  of  the  oil  of  the 
Standard  Oil  Company  from  Olean  to  Burlington  gave  that  company 
tremendously  discriminating  secret  rates,  and  the  net  result  of  these 
various  discriminations,  as  far  as  Vermont  was  concerned,  was  to 
enable  the  Standard  to  ship  oil  to  a  large  section  of  that  State  for 
about  half  the  charges  imposed  upon  its  competitors. 
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It  has  already  been  shown  that  in  eleven  months  of  the  year  1904 
the  Standard  Oil  Company  and  the  Vacuum  Oil  Company  billed  195 
can*  of  oil  from  Olean  into  Burlington,  Rutland,  and  Bellows  Falls, 
of  which  157  cars  were  for  Burlington.  Whether  additional  cars  were 
'•shipped  direct  from  Rochester  and  Buffalo  can  not  be  definitely  stated, 
in  view  of  the  refusal  of  the  New  York  Central  and  Hudson  River 
Railroad  Company  to  permit  an  insj^ection  of  its  billing  from  the 
latter  points.  It  seems  altogether  prolmble,  however,  that  there  were 
considerable  shipments  from  Buffalo  or  from  Rcx^hoster  direct,  partic- 
ularly of  lubricating  oil. 

Section  17.  TJae  of  secret  rates  on  shipments  to  Canada. 

The  blind-billing  records  of  the  Pennsylvania  Railroad  Company 
indicate  that  the  Norwood  route  was  not  used  for  shipments  into 
Canada.  A  considerable  amount  of  oil  destined  to  Canadian  points, 
however,  was  shipped  under  the  secret  rate  of  the  Pennsylvania  from 
Olean  into  Buffalo.  The  blind-billing  records  for  eleven  months  of 
19<^)4  (records  for  the  month  of  May  having  been  lost  or  mislaid) 
showed  that  cars  had  been  consigned  to  Canadian  points,  using  the 
blind-billing  rate  as  far  as  Buffalo,  as  follows: 


Destination. 

Number 
of  cars. 

Destination. 

Number 
of  cars. 

Moncton 

3 

10 
8 
3 

I 
1 

Berlin 

1 

Montreal 

Ottawa 

1 

Sarnia 

Markham 

1 

Toronto -     

Kingston 

1 

Total 

Hamilton . . 
Brantford.. 

30 

IV.  OPEN  A] 

EIRANG 

EHENT  OF  BATES. 

In  addition  to  the  serious  discriminations  by  means  of  secret  rates, 
already  discussed,  the  Standard  Oil  Company  enjoys  a  further  advan- 
tage in  the  Middle  Atlantic  States  in  the  open  arrangement  of  tariffs. 
These  advantages  exist  chiefly,  if  not  exclusively,  with  respect  to  the 
plants  of  the  Standard  in  western  New  York.  The  rates  paid  by  the 
Standard  from  its  refineries  at  Franklin  and  Pittsburg,  Pa.,  appear 
to  be  uniformly  the  same  as  those  paid  by  neighboring  competitive 
refiners. 

Section  18.  Bates  from  Olean  and  Buffalo  compared  with  those  from 
Bradford. 
Such  favorable  adjustment  of  rates  from  Standard  Oil  Company 
shipping  points  is  clearly  brought  out  in  the  aise  of  Olean.  That 
point,  it  will  be  recalled,  is  exclusively  a  Vacuum  (Standard)  Oil  Com- 
pany shipping  station,  whereas  Bradford,  which  is  only  25  miles  dis- 


MAP  COMPARING  OIL  RATES   FROM  OLEAN,  BUFFALO,  AND  ROCHESTER.   N.    Y..  AND 
FROM  BRADFORD,  PA.,  TO  ALBANY  AND  NEW  YORK  HARBOR. 


-I 

I 
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The  discriminations  above  discussed  are  illustmted  by  the  accom- 
panying map. 

A  similar  advantage  is  enjoyed  by  Olean  on  shipments  to  various 
New  England  points.  Thus  to  Boston,  as  shown  by  the  above  table, 
Olean  takes  a  rate  of  19  cents,  whereas  Bradford  and  the  other  inde- 
pendent retining  points  in  western  Pennsylvania  take  a  rate  of  23^ 
cents.  ThLs  discrimination  in  favor  of  Olean  applies  to  a  large  number 
of  points  in  Massachusetts,  New  Hampshire,  and  Vermont,  which  take 
the  Boston  mte.  Of  course  the  volume  of  shipments  from  Olean  into 
southern  and  eastern  New  England  is  not  large  because  the  Standard 
can  supply  that  territory  more  cheaply  from  its  seaboard  refineries. 
This  is  shown  in  more  detail  elsewhere  (p.  148). 

The  discriminatory  character  of  the  eastbound  rates  from  Olean  and 
from  independent  refining  points  is  brought  out  in  striking  relief  by 
a  comparison  of  charges  on  westbound  business.  In  this  case  the 
Standard  Oil  Company's  plant  at  Olean,  although  considerably  more 
distant  from  western  markets  than  Oil  City,  Titusville,  and  other 
independent  refining  points  in  western  Pensylvania,  is  given  the  same 
rates,  even  to  markets  as  near  as  Cleveland.  In  fact,  Olean  has  in 
some  instances  an  actual  advantage  on  westbound  shipments.  The 
westbound  oil  tariff  of  the  Erie  Railroad  quotes  common  rates  from 
Oil  City,  Franklin,  and  Reno  to  western  points.  Ordinarily  Buffalo 
takes  the  same  i*ate  as  the  shipping  points  named,  but  in  a  number  of 
instances,  particularly  to  Michigan,  the  Buffalo  rate  is  somewhat  less 
than  that  from  Oil  City.  Provision  is  made  in  the  Olean  tariff  of  the 
Erie  Railroad  that  on  western  shipments  this  point  shall  be  entitled 
to  the  Buffalo  i*ate.  The  effect  of  this  provision  is,  therefore,  to  give 
Olean  at  least  as  low  a  rate  as  Oil  City,  and,  in  cases  where  the  Buf- 
falo rate  is  less,  an  even  lower  rate.  The  situation  with  respect  to 
westbound  rates  is  brought  out  in  the  following  table : 

COMPARISON    OP  RATES  ON  REFINED   OIL    FROM  OLEAN  AND    FROM   BRADFORD  AND 

OIL  CITY  TO  VARIOUS  WESTERN  POINTS. 

[Rates  in  cents  per  hundred  pounds.] 


To~ 


Chicsgo 

Cincinnati 

Cleveland 

£a»t  St.  Louis 
Indianapolis  . 

Vincenne* 

Louisrille 

Detroit 

EransYllle 


I 


From 
Olean. 


24i 

m 

19  I 

•22i 


Rate. 

From 

Bradford 

and  Oil 

City. 


Distance. 


194 
14 
10 
24i 

15i 

m 

19 

12i 


Differ- 
ence. 

From 
Olean. 

Miletf. 

0 

547 

0 

452 

0 

208 

0 

730 

0 

491 

0 

608 

0 

566 

0 

321 

0 

659 

From 
Bradford. 


Miletf. 


544 
449 
205 

727 
488 

(m 

563 
343 
656 
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From  llii.s  table  it  will  be  seen  that  to  all  the  points  named  Olean 
gets  exactly  the  same  rates  as  Biudford,  whereas  on  east-bound  busi- 
ness Bradford  is  at  a  disadvantage  on  shipments  to  points  in  New 
York  and  New  England  of  from  3  to  4i  cents  per  hundred  pounds 
as  compared  with  Olean.  Bi^adford  is  so  near  Olean  that  the  distances 
from  the  two  places  arc  practically  the  same.  On  west-bound  business 
this  substantial  identity  is  recognized.  It  is  perfectly  clear,  therefore, 
that  the  establishment  of  material  differences  of  rate  on  east-bound 
business  is  a  deliberate  discrimination  in  favor  of  Olean — that  is,  in 
favor  of  the  Standard  Oil  Company. 

Comparison  of  rates  per  ton  per  mile. — The  discrimination  in 
favor  of  Olean  and  against  Bradford  is  also  indicated  by  the  following 
comparison  of  oil  rates  on  a  per-ton-mile  basis: 


COMPARISON  OF  RATliM  PER  TON   PER   MILE  FROM   OLEAN  AND  FROM  BRADFORD  TO 

VARIOUS  POINTS. 


To— 


Albany 

Bingham  ton. 

Boston 

Rutland,  Vt . 
BelloMTS  FallH 
Jersey  City  . . 

Chicago 

Cincinnati... 


From         From     ' 
Olean.    Bradford. 


Ccntt. 

CmU. 

0.712 

0.891 

1.278 

1.436 

.735 

.872 

.962 

L190 

.M8 

LOOO 

.834 

.784 

.713 

.717 

.619 

.624 

To— 


From 
Bradford 


Cleveland 

East  St.  Louis. 
Indianapolis. 

Vincenncs 

Louisville 

Detroit 

Evansville . . . 


It  will  thus  be  seen  that  to  Albany,  Binghamton,  Boston,  Rutland, 
and  Bellows  Falls  the  rate  per  ton  per  mile  is  distinctly  higher  from 
Bradford  than  from  Olean.  This  is  not  due  to  differences  in  dis- 
tance, which  are  unimportant,  but  to  the  decidedly  higher  rates  from 
Bi'adford.  On  westbound  business,  the  rates  per  ton  per  mile  are  in 
nearly  every  case  a  little  lower  from  Olean  than  from  Bradford.  Had 
rates  on  eastbound  business  been  fairly  adjusted,  the  rates  per  ton  per 
mile  would  have  shown  no  important  differences  in  the  case  of  any 
point  mentioned  in  the  table  from  Olean  and  Bradford,  respectively. 

Comparison  with  fiijth-class  rates. — Incidental  comparison  has 
already  been  made  in  several  instances  between  rates  on  oil  on  the 
basis  of  corresponding  fifth-class  rates.  The  following  table  shows 
the  oil  rates  from  Olean  and  Bradford,  respectively,  to  the  points 
contained  in  the  preceding  tables  on  the  basis  of  a  comparison  with 
fifth-class  rates. 
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COMPARISON  OP  OIL  RATES  WITH  FIFTH-CLASS  RATES  FROM  OLEAN  AND  FROM 

BRADFORD  TO  SELECJED  POINTS. 

[Rates  in  cents  per  hundred  pounds.] 

Eatibound, 


To— 


Albany.  N.Y 

Binghamton,  N.  Y  . 

Boe^ton,  Maw 

Bellows  Falls,  Vt... 

Rntland.  Vt 

Jersey  City,  N.J 


From  Olean,  N.  Y. 


Oil 
rate. 


Fifth- 
class 
rate. 


lU 
19 
19 
19! 

164; 


13* 
13i 
18* 
181 

Id 


Difference. 


Above 
fifth 
class. 


Below 
fifth 
class. 


Oil 
rate. 


From  Bradford,  Pa. 

I  Advantage 

Difference.     |",^?,^if"S" 
a  (."ompjari- 

son  with 


15* 
HJ 
23i 
23i 
234 
164 


Fiflh- 
elass 
rate. 


Above 
fifth 
class. 


134 

2 

134 

1 

18J 

5 

18* 

ft 

184 

5 

16 

4 

Below  I  nfth-class 
",""  rates, 

class.  1 


4 
3 
44 
44 
44 
0 


Westboutid. 


Chicago,  111 

Cincinnati,  Ohio.. 
Cleveland,  Ohio.. 

Detroit,  Mich 

Eaiit  St.  Louis.  III. 
Eransville,  Ind  . . 
Indianapolis,  Ind . 
Lonisville.Ky.... 
Vincennes,  Ind... 


194 
14 
10 
124 
244 
224 
164 
19 
194 


21 

18  , 
14  ' 
16  I 
25  I 

20  I 

21  ' 

22  I, 


14 

194 

4 

14 

4 

10 

34 

124 

4 

214 

4 

•224' 

44 

154 

2 

19 

24 

194 

14 

!        4 

4 

34 

i  4 

I  4 

44 

2  ' 

;      24, 


In  this  table  the  fifth-class  rate  is  employed  as  a  conv^enient  standard 
of  measurement,  but  the  point  should  again  be  emphasized  that  it  is 
not  intended  to  assert  either  that  the  fifth-class  rate  is  the  proper  one 
to  apply  on  oil  or  that  the  oil  rate  should  in  all  cases  bear  a  fixed  rela- 
tion to  the  corresponding  fifth-class  rate.  Special  conditions  in  some 
localities  may  warrant  a  greater  departure  from  the  fifth-class  rate 
than  in  others;  but  if  such  departures  were  based  wholl}^  on  legitimate 
considerations  there  would  be  no  marked  uniformity  in  the  resulting 
variations.  Such  proper  arrangement  would  give  an  independent  refin- 
ing point  an  advantage  on  oil  in  comparison  with  the  fifth-class  rate 
as  often,  or  practically  as  often,  as  a  Standard  shipping  point.  As  a 
matter  of  fact,  with  the  single  exception  of  the  rate  to  Jersc}'  City, 
the  tables  show  a  pronounced  uniformity  in  this  arrangement  favor- 
able to  Olean — the  Standard's  shipping  point— on  eastbound  business. 
The  oil  rates  east  from  Bradford  are  in  all  those  instances  al)ove  the 
fifth-class  rates,  the  excess  ranging  from  one-half  cent  to  5  cents  per 
hundred  pounds.  From  Olean,  on  the  other  hand,  the  oil  rate  to  Albany 
and  Binghamton  is.  2  cent^  below  the  fifthclass  rate,  and  to  the  other 
points  named  only  one-balf  cent  above  it.  The  net  advantage  of  Olean 
is  indicated  by  a  combination  of  these  difi'erences  -that  is,  where  the 
oil  rate  from  Bradford  is  2  cents  above  the  fifth-class  rate,  and  that 
from  Olean  is  2  cents  below,  it  is  apparent  that  the  advantage  of  Olean, 
as  measured  by  the  fifth-class  rate,  is  the  sum  of  these  differences,  or 
4t  cents.  In  the  cases  where  both  oil  rates  are  above  the  fifth-class 
H.  Doc.  812, 59-1 U 
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rate  the  advantage  of  Olean  is  obtained  by  subtnw'ting  these  differ- 
ences. This  resulti!5,  in  the  case  of  Boston,  Bellows  Falls,  and  Rutland, 
in  a  net  advantage  to  Olean  of  4i  cents. 

On  westbound  business  it  will  be  seen  that  the  relation  of  the  oil 
rates  to  the  fifth-class  rates  is  the  same  in  every  case  from  Olean  and 
from  Bradford.  If  the  same  result  had  been  shown  in  the  case  of 
eastbound  business,  this  would  indicate  that  there  had  been  no  dis- 
crimination in  the  adjustment  of  oil  rates  as  compared  with  the  fifth-  * 
class  rates;  but  if  it  is  proper  to  give  Olean  an  advantage  of  from  4: 
to  4^  cents  per  hundred  pounds,  as  compared  with  the  fiftU-(;lass  rate, 
on  eastbound  shipments,  it  is  obviously  unfair  not  to  give  Bradford  a 
corresponding  advantage  on  westbound  business.  The  distances  from 
the  two  points  are  practically  the  same  in  all  cases,  and  in  ever}- 
instance,  it  w  ill  be  noted,  the  fifth-class  rates  are  the  same. 

More  detailed  comparisons,  given  elsewhere  (p.  144),  show  that  the 
alcove  instances  are  not  exceptional,  but  are  fairly  representative 
of  a  considerable  territory.  It  is  impossible  to  believe  that  such  an 
adjustment  of  rates  could  have  been  the  result  either  of  chance  or  of 
especially  peculiar  conditions  of  a  local  nature.  The  conclusion  is 
irresistible  that  this  adjustment  of  rates  ha^s  been  del iberat^dy  made  in 
order  to  favor  the  Standard  Oil  Company  against  its  competitors. 

Section  19.  Rates  from  Eochester  and  Warren. 

An  even  greater  discrimination  in  favor  of  the  Standard  Oil  Corn- 
pan}^  is  shown  by  a  comparison  of  rates  from  Rochester  with  those 
from  Warren  and  n(»igliboring  independent  refining  jK)ints.  Warren 
rates  apply  also  from  most  other  western  Pennsylvania  refining  points. 

COMPARISON  OF  RATES  ON  REFINED  OIL  FROM  ROCHESTER  AND  WARREN  TO  VARIOUS 

POINTS. 

[Rates  in  cents  per  hundred  pounds.] 

Easf  bound. 


Rate. 


From  From 

Ro<*he.stor.      Warren. 


Distance. 


Difference 
in  favor  ofj 
R<K*h  ester.; 


- 1' 


Albany,  N.  V 11                    laj 

Boston.  Masv 16                   23i 

Rutland,  Vt IG                  23i 

Jersey  City,  N.  J 11                   ICl 

Philadelphia.  I'a 11                    I4i 

Baltimore,  Mil Hi                  Ui 

]\'tst  hnnml. 

Chica^'o.  Ill I'Ji 

Cincinnati,  Ohio 16 

CU'vcland.  Ohio 10 

East  St.  Um'K.  Ill 2li 

Indianapoli*^.  Ind '  17  ; 

Vin«'cnni's.  In<l ]«»! 

Louisville,  Ky ji  ; 

<'  DilTorence  in  favor  of  Warren. 


4* 

7i; 


From 
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365 

an 
a54 


Frv»ra 
Warren. 


MUrs. 


.•WO 


m 

0 

591 

.lUO 

14 

"■_' 

496 

4tV> 

10 

251 

161 

2M 

I' 

77.3- 

6X3 

15i 

"li 

!m 

444 

19i 

0 

lol 

5<il 

19 

a  2 

609 

519 

z 

Q. 
UJ 

O 
< 

z 

(L 

O 
Z 
< 

> 

O 

> 
UJ 
CO 

oe 
111 


O 

H 

co 

o 

O 

H 

< 


< 

b. 

O 
Z 
< 

af 

of 
111 

»- 

(0 

!£ 

o 
o 

•c 

2 
O 

K 


ROCHESTER   RATES. 


135 


Comparison  ox  ton-mile  basls. — ^Thc  following' table  compares  the 
al)ove  rates  on  a  ton-mile  basis: 


COMPARISON   OF   RATES   PER  TON   PER   MILE   FROM   ROCHESTER  AND  WARREN   TO 

VARIOUS  POINTS. 


T(v 


Albany 

B<*ton  

RuUan.l 

Jerst'yCliy  ... 
Phila.lelpliiH  . 

Ballinmro 

ChJcnj^o 


_    .  i.  _ 

Fnnn 
1  R(M'lu-slor. 

CniU. 
.'     .        0.% 

•!      ■'* 

.'              1.08 
.60 

■!       - 

.82 
.66 

From 
Wjirrcn. 

Ctnta. 
0.81 

.81 

1.03 

.72 

.76 

.81 

.78 

T<>- 


(Mnciiinuti ; 

( 'levclaiul I 

FjiMtSt.  Uml: I 

Indianapolis 

Vincennes 

Louisville ' 


From 

Fmm 

tvochoslcr. 

Warren. 

Cent. 

CeiiU. 

0.  iir> 

o.oa 

.80 

1.J4 

.(« 

.72 

.64 

.70 

.(0 

.70 

.  CD 

.78 

I 


Tlicse  comparisons  are  not  exceptional,  but  typicjil.  Similar  com- 
parisons of  rates  to  many  other  places  are  presented  in  detailed 
tables  on  paj^o  140.  » 

Albany  and  oiher  points  on  the  Delaware  and  IIuDsr)N.  -In 
the  ciLse  of  rates  to  Albany  and  the  other  points  on  the  Delaware  and 
Hudson,  Rochester  has  some  natural  advantage  over  Warren  with 
respect  to  distance.  It  should  be  remembered,  however,  that  the  i*ate 
of  15i  cent*^  from  Warren  to  Albany  applies  also  from  Bradford. 
The  distance  to  Albany  is  884  miles  from  Bi^adford  and  i228  miles  from 
Rochester.  However,  in  the  case  of  the  ll-cent  rate  of  the  Erie  rail- 
road from  Rochester  to  Albany  the  route  is  via  Binghamton,  thus 
making  the  actual  haul  314  miles,  as  compared  with  384  miles  from 
Bradford.  But  if  there  is  any  justification  on  the  ground  of  greater 
distance  in  charging  a  higher  rate  to  Albaiu'  from  Bradford  and 
Warren  than  from  Rochester,  this  wH)uld  also  apply  in  the  case  of 
Buffalo,  which  is  about  70  miles  farther  west  than  Rochester.  As  a 
matter  of  fact,  the  i-ate  from  Buffalo  to  Al})any  is  Hi  cents,  or  only 
one-half  cent  greater  than  the  rate  from  Rochester,  whereas  the 
increase  in  the  case  of  Bradford  and  Warren  is  4.^  cents. 

Jersey  City,  Trenton,  Pateuson,  and  nkighborini;  points. — A 
still  more  striking  instance  of  discrimination  is  furni.^^hed  in  the  case  of 
rates  from  Rochester  to  Jersey  City,  Trenton,  Paterson,  and  other  points 
in  that  vicinity.  Here,  notwithstanding  the  fact  that  the  business  is 
interstiite,  the  Erie  departs  sharply  from  its  policy  of  e([ualizing  rat(»s, 
followed  in  the  case  of  Olean  and  western  Pennsylvania  reliniiig 
points  to  Jer.<;ey  City,  and  quotes  a  rate  of  11  cents  pei-  one  hundred 
pounds  from  Rochester  as  against  U)k  cents  from  Warren,  Brad- 
ford, and  practically  all  other  independent  shipping  points  in  western 
New  York  and  Pennsylvania,  and  from  Olean  as  well.  The  comp\)und- 
ingand  finishing  of  lubricating  oils  produced  by  the  Vacuum  Oil  Com- 
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pany  at  Olean  are  largely  effected  at  Rochester,  from  which  point  the 
finished  lubricating  products  are  distributed  over  a  very  extensive 
territory  and  also  largel}^  exported.  It  is,  therefore,  a  decided  advan- 
tage to  the  Standard  Oil  Company  to  obtain  a  low  rate  on  lubricating 
oil  from  Rochester  to  Jersey  City,  which  is  a  gateway  for  an  immense 
market  for  this  product.  ^  There  can  be  little  doubt  that  the  low  rates 
from  Rochester  were  mainly  intended  to  apply  to  this  kind  of  oil. 

New  England  points. — The  especially  advantageous  position  of 
Rochester  is  maintained  in  the  case  of  rates  to  New  England  points. 
It  has  been  shown  that  Olean  takes  a  rate  of  19  cents  to  Boston  and 
numerous  other  points  in  New  England.  Rochester  has  a  rate  of  16 
cents  to  this  territory.  This  rate  applies  to  a  large  number  of  cities, 
among  which  may  be  mentioned  Boston,  Fitchburg,  Holyoke,  and 
Springfield,  Mass.;  Concord,  Manchester,  and  Nashua,  N.  H.;  Bel- 
lows Falls,  Rutland,  and  Brattleboro,  Vt.  To  all  these  points  the 
rate  from  Warren,  Oil  City,  Bradford,  and  other  western  Pennsyl- 
vania refining  points  is  23^  cents  per  hundred  pounds,  or  7i  cents  above 
the  rate  from  Rochester.  The  increase  over  the  Rochester  rate  is 
therefore  nearly  50  per  cent.  The  difference  in  distance  in  the  ease 
of  Boston  is  less  than  35  per  cent. 

Rates  from  Rochester  to  Phiijidelphia  and  neighborinc;  terri- 
tory.— Practically  similar  conditions  obtain  in  the  case  of  I'ates  from 
Rochester  to  Philadelphia  and  numerous  points  in  Pennsylvania.  The 
rate  of  11  cents  from  Rochester  to  Jersey  City  is  made  applicable  to 
a  large  number  of  PcnnvS^'lvania  cities,  including  Philadelphia,  Harris- 
burg,  Scranton,  Wilkesbarre,  Williamsport,  AUentown,  and  Reading. 
To  all  these  points  the  rate  from  Warren,  Oil  City,  and  Bradford,  and 
also  from  Olean,  is  14i  cents  per  hundred  pounds,  an  increase  of  3 J 
cents,  or  over  30  per  cent. 

Western  points. — It  has  been  shown  that  Roc^hester  has  a  very  great 
advantage  over  Warren  and  independent  points  in  western  Pennsyl- 
vania generally  in  shipping  to  u  large  number  of  eastern  cities.  This 
adviintiige  can  not  be  defended  on  the  ground  that  in  some  cases 
Rochester  has  an  advantage  in  distance,  for  on  westbound  shipments 
Rochester,  though  considerably  more  distant,  obtains  in  a  very  great 
number  of  instances  the  same  rate  as  Warren  and  Oil  City  and  even 
Pittsburg.  The  only  important  exceptions  occur  in  the  case  of  rates 
directly  west  into  Ohio,  Indiana,  and  Michigan.  To  a  large  number 
of  western  points  Oil  City  and  even  Pittsburg  have  no  advantage  over 
Rochester.     This  is  indicated  by  the  table  on  page  137. 

If  the  westbound  rates  were  considered  by  themselves  it  would 
perhaps  be  impossible  to  say  that  the}'  are  not  justified  by  the  condi- 
tions. The  differentials  of  1^  and  2  cents  on  I'ates  to  Indianapolis, 
Louisville,  and  Cincinnati  arc  perhaps  as  great  as  would  be  expected. 
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It  might  be  justifiable  even  to  give  Rochester  the  same  mto  as  Warren 
to  Chicago  and  Vincennes  and  East  St.  Louis,  though  it  is  90  miles 
farther  away.  The  injustice  appears  when  the  small  allowances  made 
for  the  natui*al  advantages  of  Warren  in  shipping  toward  the  west  are 
compared  with  the  great  allowances  made  for  the  advantages  which 
Rochester  has  in  shipping  toward  the  east.  Jersey  City  is  90  miles 
farther  from  Warren  than  from  Rochester;  Cleveland  is  90  miles 
farther  from  Rochester  than  from  Warren.  To  Jersey  City  the  dif- 
ference of  distance  is  about  25  per  cent;  to  Cleveland,  55  per  cent. 
Yet  the  rates  to  Cleveland  are  exactly  the  same  from  Rochester  and 
from  Wai:ren,  while  to  Jersey  City  the  rate  is  50  per  cent  higher  from 
Warren  than  from  Rochester. 

Comparison  with  fifth-class  rates. — The  preferential  treatment 
of  Rochester  is  further  brought  out  by  a  comparison  of  oil  rates  from 
Rochester  and  Warren  on  the  basis  of  the  respective  fifth-class  rates, 
as  shown  in  the  following  table: 

comparison  of  oh.  rates  and  FIFFH-CLASS  rates  from  ROCHESTER  AND  WARREN, 
RESPECTIVELY,  TO  SELECTED  POINTS. 

[Rates  in  cents  per  hundred  pounds.] 

Edstbound. 


To- 


Albany.N.  Y 

Boston,  Mass 

Rutland.  Vt 

Jersey  City,  N.  J 

Philadelphia,  Pu 

Baltimore,  Md 


Chit-ago,  111 

Cincinnati,  Ohio  . 
Cleveland,  Ohio . . 
East  St.  Louis,  111. 
Indianapolis,  Ind. 
Vincennes,  Ind... 
Lmiisville,  Ky 


From  Rochester,  N.  Y. 


Oil 
rate. 


11 
16 
16 
11 
11 
14.5 


Fifth- 
class 
rate. 


I 
19.5  I 


16 

10 

24.5 

17 

19.5 

21 


12.5 

17.5 

17.5 

15 

15 

15 


21 
18 
14 
25 
20 
22 
21 


Difference. 


Above 
fifth 
class. 


Below 
fifth 
class. 


1.5 
1.5 
1.6 
4 
4 
.5 


Westbound. 


1.5 

2 

4 

.5 
3 
2.5  i 


From  Warren,  Pa. 


Oil 
rate. 


15.5 
23.5 
23.5 
16.5 
14.5 
14.5 


19.5 

14 

10 

24.5 

1.-).  5 

19.5 

19 


Fifth- 
class 
rate. 


16.5 

20.5 

20.5 

18 

16 

15 


Difference. 


Above 
llfth 
class. 


Below 
fifth 
class. 


Advantaipe 
of  Roches- 
ter on  a 
comparison 
with  fifth- 
class  rates. 


1.5 
1.5 
.5 


0.5 
4.6 
4.5 
2.5 
2.6 
0 


18 

1.5 

3 

15.5 

1.5 

.5 

10 

22.5 

2 

2.5 

17 

1.5 

1.5 

20 

.."» 

18 

1 



It  will  be  seen  that  the  oil  mtes  from  Warren  arc  about  as  often 
above  as  below  the  fifth-class  rates.  From  Rochester  the  oil  mte  is  the 
lower  in  every  case  with  the  single  exception  of  Louisville,  where  the 
two  are  identical.  The  differences  between  oil  rates  and  fifth-class 
rates  from  Rochester  mnge  up  to  4  cents,  which  difference  occurs 
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in  the  cases  of  Jersey  City,  Philadelphia,  and  Cleveland.  When  the 
differences  in  the  Rochester  i-ates  are  combined  with  those  from  War- 
ren, it  appears  that  Rochester  has  an  advantage  over  Warren  in  oil 
rates  as  compared  with  fifth-class  i^ates  to  every  point  in  the  table 
except  Baltimore,  where  Rochester  and  Warren  are  on  an  equalit}'. 
In  this  comparison  the  advantage  of  Rochester  is  hardly  less  marked 
on  westbound  than  on  eastbound  shipments.  Readily  justifiable  as  the 
V.estbound  oil  mtes  from  AV'arren  and  from  Rochester  might  be  in 
themselves,  it  appears  that  if  the  normal  relation  is  represented  by  the 
riites  on  fifth-class  goods,  Rochester  has  an  abnormal  advantage  on 
oil  shipments,  even  toward  the  west,  of  from  1  to  4  cents  a  hundred 
pounds. 

Section  20.  Comparison  of  rates  from  refining  points  in  the  Oil  City 
district. 

In  view  of  the  fact  that  the  Standard  Oil  Company's  refineries  in 
western  Pennsylvania  are  in  the  midst  of  the  group  of  independent 
refining  points  in  that  region,  it  is  obvious  that  any  discrimination  in 
open  rates  in  favor  of  the  Standard  refineries  there  would  immediately 
attract  attention,  and  it  is  not  surprising  therefore  to  find  that  this 
entire  group  of  refineries  takes  substjintially  equal  rates.  Thus  it  has 
already  been  shown  that  to  Jerseys  City  a  rate  of  16^  cents  per  hundred 
pounds  applies  from  practiciilly  all  the  refineries  in  northwesteni 
Pennsylvania,  and  again  that  they  are  put  on  an  equality  in  rates  to 
Boston,  Phiiadelphia,  and  Baltimore.  On  westbound  businesvS,  like- 
wise, the  same  rates,  generally  speaking,  apply  from  all  these  points 
except  for  very  short  hauls.  An  exception  occurs,  however,  in  the 
ca.se  of  shipments  from  Clarendon.  The  rate  from  nearly  all  these 
retineries  to  the  West  is  the  Pittsburg  rate.  Instead  of  putting 
Clarendon  on  the  Pittsburg  })asis,  however,  the  Pennsylvania  Rail- 
road Company  exact^j  from  shippois  at  Clarendon  a  switching  charge 
of  $2.50  a  car  from  Clarendon  to  Warren,  in  addition  to  the  rate  from 
that  point,  which  is  the  same  as  the  rate  from  Pittsburg. 

The  imposition  of  this  additional  charge  has  been  the  subject  of 
much  complaint  on  the  part  of  shippers  at  Clarendon.  It  was  for- 
merly $5  a  car,  and  though  it  has  been  reduced  to  $2.50,  the  imposition 
of  any  charge  can  be  construed  onh' as  an  unwarranted  discrimination 
against  Clarendon.  Th(^  injustice  of  it  is  the  more  manifest  because 
on  eastbound  business  the  same  rates  apply  on  oil  from  all  points  in 
the  Oil  City  district. 

Section  21.  Lighterage  absorptions  in  New  York  Harbor  and  terminal 

absorptions  at  Constable  Hook. 

The   principal   trunk   lines   terminating  at  Jersey  City  and  other 

points  on  the  western  shore  of  New  York  Harbor  do  not  in  their 

tariffs  on  petroleum  apply  the  Jersey  City  rate  to  New  York  City,  and 
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do  not  handle  petroleum  over  their  piers  in  the  latter  city.  The  result 
is  that  the  shipper  or  consignee  of  petroleum  oils  must  lighter  them 
to  New  York  City  or  transport  them  over  the  ferries  at  his  own 
expense,  unless  he  has  six»cial  facilities  for  receiving  oil  in  New  York 
Cit}"  proper,  in  which  case  at  least  one  railroad  asserts  that  it  will  per- 
form this  lighterage  without  adding  to  the  Jersey  City  rate.  This 
practice,  however,  is  exceptional,  and,  as  a  matter  of  fact,  few  con- 
signees in  New  York  City  or  B^'ooklyn  have  such  facilities;  conse- 
quently, the  cost  of  getting  petroleum  oil  across  New  York  Harbor 
must  be  borne  by  the  consignee  or  the  shipper. 

On  the  other  hand,  the  tariffs  of  nearly  all  such  trunk  lines  apply 
the  same  rates  from  western  points  to  Constable  Hook  and  Bayonne 
as  to  Jersey  Cit3^  The  great  refinery  of  the  Standard,  it  will  be 
recalled,  is  at  Bayonne,  and  that  compan}^  also  has  a  large  shipping  plant 
at  Constable  Hook.  There  are  two  methods  of  reaching  Constable 
Hook;  one  b}'  lighters  down  the  harbor,  and  the  other  by  rail  over 
the  tracks  of  the  National  Docks  Railway — now  owned  by  the  Lehigh 
Valley  Railroad  Company.  In  the  latter  case  the  road  making  the 
through  mte  from  the  west  to  Constable  Hook  nmst  pay  out  of  it  a 
certain  sum  as  terminal  charges  to  the  I^chigh  Valley  for  taking  the 
oil  from  its  junction  point  with  that  road  into  Constable  Hook.  Until 
recently  there  was  a  further  charge  made  by  the  New  Jersey  Storage 
Company  for  handling  oil  at  Constable  Hook.  The  New  Jersey  Stor- 
age Company  is  a  Standard  Oil  concern. 

The  Erie  Railroad  Company  until  recently  employed  both  routes. 
On  eastbound  shipments  it  delivered  oil  to  the  New  Jersey  Storage 
Company  at  Weehawken,  N.  J.,  and  allowed  that  company  4 J  cents 
per  hundred  pounds  out  of  the  through  rate  for  the  lighterage  service 
to  Constable  Hook  on  shipments  of  petroleum  products  coming  from 
Rochester  and  Olean  or  points  west.  On  westbound  f)usiness  it  used 
the  facilities  of  the  Lehigh  Valley  Railroad  from  Constable  Hook  to 
Bergen  Junction,  near  Jersey  City,  and  on  oil  shipments  via  this  route 
it  was  obliged  to  absorb  the  following  charges  out  of  the  through  rate: 
To  the  New  Jersey  Stomge  Company,  for  handling  and  delivery  to  the 
National  Docks  (Lehigh  Valley)  Railway,  2.V  cents  per  barrel;  to  the 
National  Docks  Railway,  for  delivery  to  the  Pennsylvania  Railroad,  40 
cents  per  ton;  and  to  the  Pennsylvania  Railroad,  for  switching  to  the 
Erie  tracks  at  Bergen  Junction,  §2  per  (!ar. 

Thesumof  these  charges  on  a  carcontaining40,000  pounds  amounted 
to  about  6()  cents  per  ton,  whereas  on  the  water  shipments  to  Constable 
Hook  via  Weehawken  the  allowance  of  -A J  cents  per  hundred  ])ounds 
was  equivalent  to  84  cents  per  ton.  This  latter  ligiire,  however,  did 
not  fully  cover  the  cost  to  the  Erie  of  routing  the  oil  by  water,  since 
that  comijany  had  to  go  through  Bergen  Junction  in  order  to  reach 
Weeliawken,  and  haul  the  oil  to  the  latter  point,  whereas  in  using  the 
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land  route  its  haul  ceased  at  Bergen  Junction.  The  Erie  Railroad  uses 
the  tracks  of  the  New  Jersey  Junction  Railroad  from  Bergen  Junction 
to  Weehawken,  and  has  to  pay  that  road  a  trackage  rental  of  40  cents 
per  car,  or  sjiy  about  2  cents  per  ton.  Thus  the  total  charge  absorbed 
out  of  the  through  rate  in  the  case  of  lighterage  deliveries  was  S6  cents 
per  ton,  without  any  allowance  for  the  actual  cost  of  the  haul  fi'orii 
Bergen  Junction  to  Weehawken,  the  Erie  using  its  own  locomotive 
power  for  this  service.  It  will  be  seen,  therefore,  that  the  absorption 
on  shipments  into  Constable  Hook  via  the  water  route  was  about  20 
cents  per  ton  greater  than  by  the  land  route.  In  other  words,  the  Erie 
Railroad  Company  paid  the  New  Jersey  Storage  Company  20  cents 
per  ton  more  than  it  would  have  been  compelled  to  pay  its  rail  con- 
nections. 

The  following  statement  shows  the  absorption  per  car  of  40,000 
pounds  on  oil  bound  from  Constable  Hook  to  Rochester,  Buffalo,  and 
beyond,  via  National  Docks  Railway  and  Bergen  Junction,  and  on  oil 
destined  from  these  points  to  Constable  Hook,  as  the  arrangement 
existed  with  the  New  Jersey  Storage  Company  prior  to  January  1, 19UC. 

To  Constable  Hook: 

New  Jersey  Junction  Railroad,  trackage $0. 40 

Lighterage  to  New  Jersey  Storage  Company,  at  4J  cents  per  hun- 
dred lounds 16.80 

Total  per  car $17.20 

From  Constable  Hook: 

Handling  by  New  Jersey  Storage  Company,  125  barrels,  at  2J 

cents 3.12} 

National   Do(!k»   Railway    (L.    V.)   delivery    to    Pennsylvania 

switch 1 8. 00 

Pennsylvania  switching  to  Krie  tracks 2. 00 

Total  i)er  car 13. 12J 

Difference  i)er  car 4. 07J 

The  volume  of  business  handled  by  water  was  fairly  heavy.  In 
January,  1IM15,  the  payments  to  the  New  Jersey  Storage  Company  for 
such  lighterage  amounted  to  ^2,000.  In  December,  1904,  these  pay- 
ments were  about  ^1,000. 

The  charge  of  4J  cents  per  hundred  pounds  for  lighterage  from 
Jersey  City  and  Weehawken  to  Constable  Hook  appears  to  be  excess- 
ive. There  seems  to  be  no  reason  why  the  cost  of  delivering  a  car- 
load of  oil  from  Bergen  Junction  via  Weehawken  to  Constable  Hook, 
using  the  water  route  from  Weehawken,  should  have  been  $4  more 
than  that  of  making  the  delivery  from  Bergen  Junction  to  Constable 
Hook  by  the  all-mil  route.  Rei)resenUitives  of  the  Erie  Railroad 
Company,  when  asked  whether  this  allowance  of  4J  cents  was  not 
excessive,  stated  that  this  was  the  usual  allowance  made  by  the  com- 
pany for  similar  Ijfjfhterage  deliveries  to  other  lighteitige  companies 
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1  New  York  Harbor,  and  that  it  was  made  on  various  commodities 
ther  than  oil.  They  also  contended  that  the  Erie  Railroad  Company 
cnild  not  perform  this  service  with  its  own  lighters  at  any  smaller 
xpense,  or  at  least  that  any  saving  would  be  so  insignificant  that  it 
rould  be  no  inducement  to  provide  their  own  facilities.  The  comp- 
roller  of  the  Erie  Railroad  Company  said  on  this  point,  when  asked 
rhy  the  Erie  did  not  route  its  east-bound  oil  via  the  land  route: 

We  prefer,  naturally,  that  it  should  ^11  move  in  over  that  route,  but  we  can't 
Iways  do  what  we  would  prefer  to. 

Whatever  may  be  said  of  the  reasonableness  of  this  lighterage 
barge  itself,  there  can  be  no  doubt  that  it  is  an  excessive  amount  to 
bsorb  out  of  some  of  the  rates  made  on  oil  by  the  Erie  from  certain 
itandard  Oil  Company  shipping  points.  Either  the  lighterage  charge 
J  too  high  or  the  freight  rate  is  too  low.  The  following  statement 
hows  the  rates  and  absorptions  between  Constable  Hook  and  Buffalo, 
Mean,  and  Rochester,  on  both  eastbound  and  westbound  oil  over  the 
Irie  Railroad,  together  with  the  percentage  of  the  rate  paid  out  for 
3rminal  charges,  the  net  rate  per  hundred  pounds,  and  the  net  rate  per 
on  per  mile: 

OMPARISON  OF  RATES  AND  ^ABSORPTIONS  OP  TERMINAL  CHARGES  BETWEEN 
CONSTABLE  HOOK  AND  BUFFALO,  OLEAN,  AND  ROCHESTER,  ON  BOTH  EAST  AND 
WESTBOUND  OIL  OVER  THE  ERIE  RAILROAD. 


Rate 
perlOO 
pounds. 

Terminal 

absorb!^ 
per  ton. 

Propor- 
tion of 
rate 
paid  out. 

Net  rate 
per  100 
pounds. 

Net  rate 

Distance.'  per  ton 

1  per  mile. 

1 

o  Constable  Hook  from— 

Rochester 

CenU. 
11 

16.5 
16.6 

13 
16 

Cents. 
86 
86 
86 

66.6 
66.6 

Percent. 
39.09 
26.06 
26.06 

25.23 
20.50 

Cents. 
6.7 
12.2 
12.2 

9.72 
12.72 

Miles.         C^t. 
395          0.3892 

Buffalo 

433            .5635 

Olean 

404            .6040 

rem  Constable  Hook  to— 

Rochester 

395  !          .4922 

Boflklo 

433            .5875 

On  a  shipment  of  oil  from  Rochester  to  Constable  Hook  the  Erie 
Lailroad  paid  out  for  lighterage  and  trackage  39  per  cent  of  its  rate  of 
1  cents,  leaving  a  net  rate  of  only  6.7  cents  per  hundred  pounds,  or 
nly  3.4  mills  per  ton  per  mile. 

It  is  interesting  to  note  that  on  January  1,  1906,  or  a  few  weeks 
fter  the  records  of  the  Erie  Railroad  Company  had  been  examined 
y  the  Bureau,  the  Standard  Oil  Company  discontinued  this  lighterage 
rrangement. 

aetioii  22.  Summary  and  general  rate  comparisons. 
It  is  apparent  that  in  the  Middle  Atlantic  States  the  Standard  Oil 
Company,  because  of  its  vast  system  of  pipe  lines  and  its  numerous 
efineries  located  at  favorable  distributing  points,  has  a  very  important 
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advantage  over  its  competitors  in  the  interior.  The  great  markets  of 
New  York,  Jersey  City,  Philadelphia,  and  Baltimore  are  at  its  very 
door,  and  numerous  important  cities  near  the  seaboard  can  be  served 
readily  from  some  one  or  other  of  its  tidewater  refineries.  These 
so-called  natural  advantages  would  alotie  suffice  to  give  the  company  a 
dominating  position  in  such  markets.  Rut  instead  of  being  limited  to 
the  benefits  derived  from  its  great  resources  and  superior  facilities, 
the  compan}'^  has  over  and  over  agj^in  l>een  favored  with  discrimina- 
tions in  railroad  rates.  A  secret  combination  of  rates  from  Olean  into 
Vermont  enabled  it  to  reach  the  most  important  markets  of  that  State  at 
a  cost  so  low  as  to  ahnost  completely  shut  out  competitors,  who  wei-e 
charged  the  full  published  rates.  Even  the  open  adjustment  of  tariffs 
to  a  large  territory  in  New  York,  New  England,  New  Jersey,  and 
Pennsylvania  has  given  the  Standard  Oil  Company  plants  at  Olean  and 
Rochester  a  great  and  exceedingly  unjust  advantage  over  its  competi- 
tors in  reaching  such  territory.  These  advantages  have  been  so  fully 
discussed  that  further  emphasis  is  unnecessary.  The  arrangement  of 
open  rates  has  obviously  been  of  a  most  arbitmry  character. 

Insignificant  differences  in  distance  between  the  Standard  Oil  Com- 
pany's plant  at  Olean  and  those  of  independent  refiners  at  Bradford 
have,  on  shipments  to  the  east,  been  made  a  pretext  for  a  wide  differ- 
ence in  rates  in  favor  of  the  Standard  Oil  Compan}',  whereas  on  ship- 
ments to  the  west  its  plants  have  been  put  on  a  complete  ecjuality 
with  those  of  its  competitors,  not  only  at  Bradford,  but,  with  few 
exceptions  with  those  farther  west,  in  the  Oil  City  district.  There  is 
no  escape  from  the  conclusion  that  such  an  adjustment  of  nites  was  a 
deliberate  discrimination  in  favor  of  the  Standard  Oil  Company. 

It  has  already  been  stated,  in  connection  with  the  tables  previously 
presented  comparing  the  nites  from  Olean,  Buffalo,  and  Rochester 
with  the  rates  from  certain  competing  refining  points  in  western  Penn- 
S3^1vania,  that 'these  tables  are  typical  of  conditions  genenilh'  with 
respect  to  the  sections  of  the  country  to  which  the^^  ^pply*  This  fact 
is  brought  out  clearl)-  in  the  detailed  tables  presented  below,  which 
compare  the  oil  rates  on  the  basis  of  the  fifth-class  rates,  respectively, 
from  Olean  and  Rochester  and  from  Bi-adford,  Wellsville,  Pittsburg, 
Oil  City,  and  Cleveland  to  a  large  number  of  destinations.  As  already 
stated  in  the  introductory  chapter,  it  is  not  contended  that  oil  rates 
should,  in  every  case,  be  the  same  as  or  strictly  parallel  to  fifth-class 
rates.  It  is  contended,  however,  that  the  departures  from  the  fifth- 
class  rates  in  making  oil  rates  should  not  be  such  as  to  uniformly  aid 
a  single  shipper  over  a  large  territory. 

The  tables  herewith  presented  are  as  follows: 

1.  Comparison  of  rates  from  Olean,  a  Standard  refining  point,  with 
mtes  from  Bmdford,  Wellsville,  and  Pittsburg,  indepeuaeut  reuuiog 
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points,  on  shipments  to  various  points  in  New  York,  Vermont,  New 
Hampshire,  Massachusetts,  Pennsylvania,  and  Maryland. 

±  Comparison  of  rates  from  Rochester,  N.  Y.,  a  Standard  refining 
point,  with  rates  from  Bradford,  Wellsville,  and  Pittsbufg,  competing 
refining  points,  to  points  in  New  York,  Vermont,  New  Hampshire, 
Msissachusetts,  Pennsylvania,  and  Maryland. 

An  (hcamination  of  these  tables  will  show  that  in  a  large  proportion 
of  cases  the  rates  from  Olean  and  Rochester  on  oil  are  lower  than  on 
fifth-class  commodities.  In  a  very  large  proportion  of  cases,  on  the 
other  hand,  the  rates  from  the  independent  refining  points  covered  by 
the  tables  are  higher  than  th^  fifth-class  rates.  The  advantage  of  the 
Standard  refining  points  on  oil  rates  as  measured  by  fifth-cfass  rates 
is  found,  in  most  cases,  by  adding  the  amount  by  which  the  oil  i*ate 
from  the  Standard  point  is  less  than  the  fifth-class  rate,  to  the  amount 
by  which  the  oil  rate  from  the  competitive  shipping  point  exceeds  the 
fifth-class  rate.  In  the  exceptional  cases  where  different  relation  of 
rates  exists,  the  method  of  computing  the  advantage  or  disadvantage  of 
the  Standard  refining  point  on  oil  rates  as  compared  with  class  rates 
may  be  seen  from  the  table  on  page  146. 
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CHAPTER  m. 

ATLANTIC  COAST  TEBRITOEY. 

I.  NEW  ENGIiAND. 

One  of  the  most  serious  discriminations  piucticed  by  New  England 
railroads  in  the  transportation  of  refined  oil  was  a  rather  general 
refusal  to  prorate  with  their  western  connections;  that  is,  New  Eng- 
land roads  in  many  instances  I'efused  to  join  with  western  roads  in 
making  through  rates  on  petroleum,  but  insisted  on  adding  to  the 
charge  of  their  western  connections  local  or  "^arbitrary"  rates,  thus 
materially  -increasing  the  cost  of  tmnsportation.  Complaints  on  this 
score  were  particularly  directed  against  the  New  York,  New  Haven 
and  Hartford  system.  The  Boston  and  Maine  system  prorates  over 
a  portion  of  its  lines  and  the  Boston  and  Albany  to  all  of  its  stations; 
but  this  latter  company  reaches  only  a  narrow  strip  of  territory.  The 
Central  Vermont  Railway  does  not  promte  on  oil;  and  the  Rutland 
at  times  prorates  only  on  a  basis  higher  than  that  usually  adopted  by 
eastern  roads  and  so  high  as  to  be  prohibitive. 

Section  1.  Use  of  water  transportation  in  delivering  oil  to  Hew  England 
points. 

A  large  portion  of  southern  and  eastern  New  England  is  now  sup- 
plied with  refined  oil  from  distributing  depots  of  the  Standard  Oil 
Company  at  coast  points,  which,  in  turn,  are  reached  by  means  of  water 
transportation,  i>articularly  by  tank  vessel,  from  tidewater  refineries 
in  New  York,  New  elersey,  or  Pennsylvania.  The  location  of  the  sea- 
board refineries  of  the  Standard  Oil  Company  at  Brooklyn,  Bayonne, 
and  Philadelphia  has  already  been  mentioned.  The  Standard  Oil  Com- 
pany hjis  distributing  stations  on  the  New  England  coast  at  Wilson 
Point  (near  South  Norwalk),  and  New  London,  Conn.,  Blast  Provi- 
dence, R.  I.,  East  Boston,  Mass.,  and  Portland,  Me.  Until  quite 
recently  it  was  the  only  oil  company  having  such  distributing  stations, 
served  by  vess(^l,  on  the  N(nv  England  coast.  Rather  more  than  a  year 
ago  the  (xulf  Refining  Company  estiiblished  a  station  at  Beverly, 
148 
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Masi^.,  about  18  miles  north -of  Boston,  and  still  later  the  Sun  Oil 
Company,  of  Philadelphia,  opened  a  distributing  station  at  Bridge- 
port, Conn.  The  Valvoline  Oil  Company,  which  has  a  refinery  at 
Edgewater,  N.  J.,  a  tidewater  point,  ships  some  oil  by  water  into  New 
London  and  also  into  Boston. 

From  these  various  distributing  stations  on  the  coast  of  New  Eng- 
land, the  New  England  railroads  have  made  local  commodit}'  rates  on 
oil  which  are,  generally  speaking,  low,  particularly^  so  in  the  case  of 
tho^c  coast  points  at  which  only  the  Standard  Oil  Company's  distrib- 
uting stations  are  located. 

The  fact  that  the  Standard  Oil  Company  uses  water  transportation 
from  New  Jersey  to  places  as  near  as  Wilson  Point  and  New  London, 
Conn.,  shows  that  the  cost  is  cheaper  than  the  rail  charge,  even  for 
so  short  a  distance.  From  data  obtained  by  the  Bureau  it  is  conser- 
vative to  estimate  the  actual  operating  cost  of  transporting  refined  oil 
in  tank  vessels  from  Philadelphia  or  Bayonne  to  New  England  coast 
points  at  less  than  one-fourth  of  a  cent  per  gallon,  or,  say,  4  cents 
per  hundred  pounds,  and,  after  allowing  for  depreciation  of  equip- 
ment and  interest  on  the  investment,  the  total  cost  of  such  transporta- 
tion may  l>e  estimated  at  from  5  to  a  possible  maximum  of  8  cents  per 
hundred  pounds.  A  refiner  operating  tank  vessels  stated  to  the  Bureau 
that  a  considerable  increase  in  the  length  of  the  haul  after  the  oil  is 
once  pumped  into  tank  vessels  has  comparatively  no  effect  on  operating 
cost.  In  this  connection  it  may  be  noted  that  the  Central  Vermont 
ha^  a  special  rate  of  5  cents  per  hundred  pounds  for  taking  oil  from 
New  York  to  New  London  by  water  The  independent  refiners  of  the 
interior,  on  the  other  hand,  are,  of  course,  wholly  dependent  upon 
railroads  in  order  to  reach  New  England  markets.  It  is  true  that  the 
tidewater  refineries  must  get  their  crude  oil  from  the  interior  or  from 
Texas,  but  in  either  case  the  cost  of  such  transportation  of  the  ci-ude 
product,  being  accomplished  by  means  of  pipe  lines  or  by  vessel,  is 
comparatively  small. 

Thus,  to  practically  the  entire  coast  of  New  England  the  Standard 
Oil  Company  is  able  to  deliver  its  oil  at  a  decidedly  lower  cost  than  the 
independent  refiner  in  the  interior  can  ship  by  rail.  If  this  were  the 
only  issue  involved,  the  situation  might  be  dismissed  on  the  ground 
that  the  advantage  enjoyed  by  the  tidewater  refineries  was  a  natural 
and  legitimate  one.  But  the  independent  refiner  is  not  merely  handi- 
capped by  reason  of  his  interior  location,  but  has  been  distinctly  dis- 
criminated against,  because  to  a  large  area  in  New  England  some  of 
the  leading  railroads  in  that  section  refuse  to  join  in  the  making  of 
through  rates  on  oil  from  western  points. 
H.  Doc.  812, 5^1 12 
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Section  2.  Eefasal  of  the  New  York,  Hew  Haven  and  Hartford  Bailroad 
Company  to  prorate  on  oil. 

In  the  case  of  tlie  New  York,  New  Haven  and  Hartford  Railroad 
Company,  the  refusal  to  ]n'orate  on  petroleum  and  its  products  was 
absolute,  and  affected  practically  the  whole  of  the  southern  half  of 
New  England,  in  which  territory  the  New  Haven  system  has  a  vir- 
tual monopoly  of  transportation.  The  arbitrary  attitude  of  this  road 
in  this  matter  is  best  indicated  by  the  fact  that  petroleum  is  the  only 
product  on  which  it  thus  refused  to  prorate,  with  the  possible  excep- 
tion of  some  explosives.  On  all  other  commodities  it  joined  with  its 
western  connections  in  making  through  mtes  to  points  on  it«  system. 
On  such  other  commodities  the  effect  of  these  prorating  arrange- 
ments was  to  apply  the  Baston  rate  to  practically  the  entire  S3^stem. 

The  result  of  the  refusal  of  the  New  Haven  system  to  prorate  on 
petroleum  was  to  compel  the  addition  of  a  local  rate  to  the  i-ate  of  the 
western  connection  of  that  road.  Thus,  a  shipper  of  petroleum  wish- 
ing to  reach  a  point  in  Connecticut  was  forced  to  pay  either  the  full 
Boston  rate,  plus  the  local  rate  back  from  Boston,  or  the  Boston  rate 
in  order  to  reach  some  intermediate  junction  point  on  its  system — as, 
for  instance,  Springfield — and  the  local  rate  from  such  point  to  the 
final  destination  in  Connecticut.  Such  local  rates  vary,  of  course,  on 
account  of  distance  or  other  considerations,  but  in  a  general  way  may 
be  said  to  range,  in  the  torritor}^  of  the  New  Haven  sj'stem,  from  about 
5  cents  to  15  cents  per  hundred  pounds.  The.se  figures  roughly  measure 
the  increased  cost  to  the  independent  refiner  of  the  interior  of  deliver- 
ing oil  into  the  territory  of  the  New  Haven  system,  because  of  its 
refusal  to  enter  into  prorating  arrangements.  The  following  table 
shows  the  rates  on  oil  from  the  Oil  City  district  to  various  points  on 
the  line  of  the  New  Haven  road  under  the  present  prorating  arrange- 
ments (proiTiting  having  been  recently  resumed  as  shown  on  page  154) 
compared  with  the  former  cost  as  a  result  of  the  refusal  of  that  road 
to  prorate. 
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30N  OF  OIL  RATES  FROM  OIL  CITY  a  TO  POINTS  ON  THE  NEW  HAVEN  SYSTEM 
PRORATING  WITH  THOSE  UNDER  MOST  FAVORABLE  COMBINATION  OF  LOCAL 

[Rates  in  cents  per  hundred  pounds.] 
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»  from  Oil  City  also  apply  £rom  Pittsburg  and  numerous  western  Pennsylvania  points. 

le  above  table  the  combination  of  local  rates  has  been  arrived  at 
ing  the  most  favorable  junction  points  in  New  England  from 
bo  add  the  arbitrary  rate  to  the  rate  from  the  oil  fields. 
ig  to  the  fact  that  to  some  of  the  points  mentioned  lower  com- 
ns  could  be  made  by  way  of  Campbell  Hall,  N.  Y.,  or  Harlem 
such  combinations  are  also  shown.  It  should  be  stated,  how- 
hat  neither  route  was  extensively  used,  since  the  cost  by  these 
ys  while  less  than  by  New  England  junction  points  was,  never- 
,  much  in  excess  of  the  Standard's  cost  })y  the  coast  routes. 
lis  connection  it  may  be  noted  that  the  Interstate  Commerce 
ssion,  in  a  recent  decision  on  complaints  of  independent  retin- 
western  Pennsylvania^  against  the  Ne^v  York,  New  Haven  and 
rd  and  other  railroads  on  this  question  of  prorating,  said: 

titude  of  the  New  Haven  Company  incnianes  the  rate  between  8  and  9  cents 
Ired  pounds,  and  therefore  adds  to  the  price  which  the  independent  refiner 
e  by  that  amoant. 


»rly  Oil  Works  (No.  796)  and  the  Fred  G.  Clark  Co.   (No.  806),  decided 
f  14,  1906. 
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The  cost  of  shipping  oil  from  the  interior  to  points  in  Connecticut 
and  southern  Massac^husetts,  in  the  absence  of  prorating  ari-angementij, 
therefore  consisted  of  the  freight  rate  of  the  western  railroad  plus  the 
local  of  the  New  Haven  system.  The  cost  to  the  Standard  Oil  Com- 
pany, and  to  the  minor  independent  tidewater  refineries  delivering  oil 
to  New  England  coast  points  by  vessel,  consists  of  the  cost  of  vessel 
transportation  plus  the  local  from  the  coast  point  and  plus  a  further 
allowance  for  the  cost  of  transporting  crude  oil  to  the  tidewater  refin- 
eries. The  New  Haven  system  has  in  effect  from  Wilson  Point,  Conn., 
a  blanket  rate  of  7  cents  per  hundred  pounds,  which  covers  practi- 
cally the  entire  western  part  of  Connecticut  and  Massachusetts. 
From  East  Providence,  R.  I.,  it  has  a  similar  blanket  rate  of  6  cents 
per  hundred  pounds,  which  covers  eastern  Connecticut,  Rhode  Island, 
and  a  large  \mrt  of  southern  Massachusetts.  The  total  cost  to  the 
Standard  of  delivering  oil  into  southern  New  England,  allowing  say  3 
cents  per  hundred  for  piping  from  western  Pennsylvania  to  the  sea- 
board, 5  or  6  cents  for  water  transport,  and  6  or  7  cents  for  rail  charges 
from  the  seaboard,  would  amount  to  about  14  to  16  cents,  ais  against 
28i  to  SHi  cents  rail  charge  from  w  estern  Pennsylvania.  The  loss  of 
New  England  business  by  interior  refining  companies  is  due  in  part 
to  the  establishment  of  pipe  lines  and  of  water  transportation  facilities 
by  their  seaboard  competitors  and  not  entirely-  to  the  refusal  of  New 
England  railroads  to  prorate.  Nevertheless,  the  refusal  to  prorate 
constituted  a  discrimination  which  was  wholly  unjustifiable  and  if  it 
amounts  to  as  much  as  8  cents  or  9  cents  per  hundred  pounds  on  the 
average,  it  is  equivalent  to  more  than  one-half  cent  per  gallon,  a 
figure  which  would  constitute  a  very  fair  margin  of  profit  to  the 
average  independent  refiner.  On  a  car  of  50,000  pounds,  or  say  8,000 
gallons,  the  discrimination  would  amount  to  about  $40. 

Admitted  advantage  to  Standard  Oil  Compa^jy  of  hrfusal 
TO  PRORATE. — The  Ncw  York,  New  Haven ''and  Hartford  Railroad 
Company  admitted  that  its  refusal  to  prorate  on  petroleum  oil  has 
given  the  Standard  Oil  Company  a  very  important  advantage  over  its 
competitors.    A  n  ofiicer  of  the  New  Haven  system  stated  to  the  Bui"eau: 

The  practical  effect  [of  this  refusal  to  i)rorate]  up  to  now — not  the  entire  effect,  bat 
the  practical  effec't— has  been  until  now  to  largely  throw  the  business  into  the  hands 
of  the  Standard  Oil  Company. 

The  Interstate  Commerce  Commission,  likewise,  in  its  decision  in 
the  cases  just  cited,  said: 

As  a  practical  matter  this  course  uj)on  the  i)art  of  the  New  Haven  Company  has 
in  the  past  resulted  in  givinj;  to  the  Standard  Oil  Company  an  actual  monopoly  of 
the  Falc  of  the  productH  of  i»etrokMim  in  \cw  Haven  territory.  While  we  can  not 
find  that  the  pn>scnt  systcnj  was  adopted  at  the  solicitation  of  the  Standard  Oil 
Company  for  the  purpose  of  panting  it  a  preference,  we  do  find  that  ofiicialfi  of  the 
New  Haven  Company  knew,  when  the  through  rates  were  canceled  and  the  firtt 
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lifltributing  tariff  put  into  effect  in  1896,  that  what  was  done  would  have  this  result; 
ind  they  have  known  ever  sini^  and  do  know  that  such  has  t)een  and  is  the  effect 
rbey  have  been  repeatedly  applied  to  by  8hipi)er8  for  through  rates  but*  have  refused 
o  (cnuit  the  same. 

Explanation  of  tfie  New  Haven  system  of  its  refusal  to 
»ROHATE. — Practically  the  only  explanation  offered  the  Bureau  of  Cor- 
x>ration8  by  officials  of  the  New  Haven  8y:-tem  for  its  refusal  to  pro- 
•ate  with  western  connections  on  petroleum  was  that  such  prorating 
irrangeinents  would  materially  increase  the  hazard  of  the  business 
)ecau8e  of  danger  from  fire.     The  officer  above  quoted  said: 

When  I  came  here,  in  1901, 1  inquired  of  oflScials  who  had  been  here  formerly  and 
oand  that  the  principal  governing  factor  was  that  of  safety.  In  other  words,  oil  is 
norc  or  less  of  a  ticklish  thing  to  handle.  The  more  you  can  concentrate  it  at  the 
oading  point,  so  that  you  can  control  the  matter  of  loading,  the  safer  it  is.  The 
nore  precautions  you  can  surround  it  with  the  better. 

He  quoted  the  following  letter  of  January  18,  1902- written  by  Mr. 
rti".  F.  Merrill,  first  vice-prdsident  of  the  road:  i 

tfr  Percy  R.  Todd,  ^^"^  Haven,  Conn.,  January  18,  1902, 

Second  Vice-PregUleni,  New  Haven,  Conn. 
Dear  Sir:  In  the  moving  of  inflammable  oils  to  our  line  from  the  West  I  think  it 
rooid  l>e  much  better  not  to  have  any  more  of  it  than  we  can  possibly  help  come 
ia  Harlem  River  or  Jfewburg  gateways  across  the  New  York  Harbor  or  the  Hud- 
on  River.  Leaky  packages  of  oil,  whether  barrels  or  (ank  cars,  while  objection- 
able, do  not  do  80  much  harm  on  a  roadbe<l,  but  on  floats  they  are  liable  to  saturate 
he  decks  of  (he  same  with  oil  and  so  greatly  increase  the  danger  from  fire. 

Yours  truly,  ^^   P   Merrill,  First  Vice-President. 

Although  the  New  Haven  system  could  make  all-i-ail  connection 
icross  the  Hudson  River  at  several  points,  such  us  Poughkeepsie  and 
Uhany,  it  did  not  do  so,  the  reason  given  being  that  if  it  made  pro- 
fiting arrangements  with  roads  connecting  at  such  points  it  would 
jxcite  jealousy  on  the  part  of  western  lines  which  were  entirel}*^ 
lependent  upon  water  connection  across  New  York  Harbor  or  the 
iladson  River.     A  representative  of  the  company  stated  on  this  point: 

This  railroad  is  a  terminal  proposition.  In  other  wonls,  we  don't  originate  very 
QQch  freight;  we  are  receivers.  Now  it  is  very  important  from  our  8tandx)oint  that 
re  should  treat  all  of  these  railroads  alike,  that  we  should  be  the  means  of  their 
wringing  their  New  England  freight  in  here  on  the  same  tonus  for  all.  In  other 
rorris,  tliat  we  should  l)e  neutral,  and  treat  all  exactly  alike.  Now,  if  we  said  to  the 
Pennsylvania,  and  the  Lehigh  Valley,  the  Jersey  Central,  the  Baltimore  and  Ohio, 
Ad  the  Erie  that  **we  won't  take  oil  from  you,  as  it  iniiHt  come  by  float  and  that  is 
.  danger  we  won't  incur,  but  we  will  take  oil  from  the  New  York  Central,"  why, 
ire  at  once  get  those  people  up  in  arms  that  we  are  discriminating  in  favor  of  the 
Jew  York  Central  as  againnt  them  and  there  would  be  a  good  deal  of  jeakmny. 
*  *  It  is  a  possibility  to  take  carloa<l  oil  on  a  prorate  to  this  territory  by  way 
»f  the  New  York  Central  and  Boston  and  Albany  roads  without  using  floats,  and, 
lierefore,  avoiding  that  danger,  but  if  we  did  it  we  know  the  trouble  we  naturally 
i'oald  be  in  with  the  other  roads.  If  we  allowed  oil  to  come  in  via  a  route  that 
roold  not  be  objectionable  from  a  danger  standpoint,  we  would  not  be  treating  them 
11  alike,  bat  would  be  "stepping  on  the  corns"  of  some  of  them. 


154  TRANSPOKTATION    OP   PETBOLEUM. 

Lubricating  oil  was  under  the  same  prohibition  in  respect  to  pro- 
ratin^if  as  petroleum  and  benzine,  Imt  the  refusal  to  prorate  did  not 
apply  to  linseed  and  other  vegetable  oils.  The  contention  was  that 
the  company  had  "  never  considered  the  transportation  of  linseed  oil 
attended  with  the  same  danger  as  any  of  these  other  [petroleum]  oils." 

This  matter  of  risk  of  handling  i^etroleum  oils  on  floats  or  other 
vessels  was  repeatedly  emphasized  by  the  New  Haven  management, 
and  constitutes  practically  the  only  explanation  offered  by  them  for 
their  refusal  to  prorate.  In  support  of  their  position  in  this  matter 
officials  of  the  New  Haven  cited  the  fact  that  they  compelled  the  Stand- 
ard Oil  Company  to  locate  its  distributing  plants  on  the  coast  at  points 
outside  of  cities  and  away  from  congested  business  centers.  As  an 
illustnition,  they  mentioned  Wilson  Point,  about  1^  miles  from  South 
Norwalk,  maintaining  that  they  would  not  have  agreed  to  a  location 
in  South  Norwalk  proper. 

Whatever  merit  there  may  have  been  in  this  argument  of  the  New 
Haven  management  as  to  fire  risk,  the  fact  is  that  since  the  investiga- 
tion of  this  matter  by  the  Bureau,  and  since  the  recent  decision  of  the 
Interstate  Commerce  Commission,  the  New  Haven  system  has  resumed 
the  practice  of  prorating  on  refined  oil. 

The  admission  by  New  Haven  officials  that  the  Standard  Oil  Company 
desired  the  railroad  to  refuse  prorating  arrangements  is  extremely 
significant.  An  officer  of  the  New  Haven  road,  when  asked  whether 
his  company  had  conferred  with  the  Standard  Oil  Company  in  regard 
to  its  policy,  replied: 

I  have  talked  with  them  as  we  talk  with  all  our  large  shippers  from  time  to  time. 
*    *    *     Of  course  they  have  wanted  us  not  to  prorate  on  oil. « 

This  official  said  he  was  unable  to  describe  the  exact  circumstances 
under  which  the  refusjil  to  prorate  was  put  into  effect,  asserting  that 
the  arrangement  was  made  about  six  years  before  he  became  affiliated 
with  the  New  Haven,  and  that  many  records  had  been  destroyed  prior 
to  that  time. 

Position  of  the  Interstate  Commerce  CoMAnssiON. — The  findings 
of  the  Interstate  Commerc'c  Commission,  in  the  complaints  previously 
cited,  were  in  part  as  follows: 

I.  The  refusal  of  the  New  Ilaven  Railroad  to  establish  joint  rates  for  the  transpo^ 
tation  of  the  products  of  petroleum  from  Cleveland,  Httsburg,  and  correspondiog 
territory  in  unjust  and  unreasonable. 

II.  The  result  of  this  refusal  is  to  impose  upon  the  transportation  of  the  products 
of  petroleum  from  these  points  to  destinations  in  New  £ngland  territory  rates  that 
are  excessive,  unjust,  and  unreasonable. 

While  thus  condemning  the  attitude  of  the  New  Haven  system, 
however,  the  Interstate  Commerce  Commission  decided  that  it  was 
powerless  to  remedy  the  situation  because  'Mt  has  been  repeatedly 

a  Italics  by  Bureau. 
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leteriiUDed  by  judicial  decisionH  that  the  act  to  regulate  conimerce 
ioQB  Bot  require  carriers  to  make  joint  rates,  and  the  Commission 
bas  no  power  to  compel  such  rates. '" 

Seetion  3.  Prorating  arrangements  and  rates  of  the  Boston  and  Maine 
Sailroad. 
Territory  to  which  there  are  no  prorating  arrangements  on 
ML. — The  Boston  and  Maine  Railroad,  while  declining  to  prorate 
uniformly  with  its  western  connections  on  petroleum  products,  has  in 
force  prorating  arrangements  on  petroleum  over  certain  i^Jrtions  of 
its  system.  The  territory  to  which  through  rates  are  thus  published 
From  the  oil  regions  of  Ohio  and  Pennsylvania  was  defined  by  the 
company  as  follows: 

Fitch  burg  Division;  Connecticut  River  Division,  Windsor,  Vt.,  and  south  thereof; 
Worcester,  Nashua,  and  Portland  Division,  Worcester,  Mass.,  to  Nashua,  N.  H.,  and 
DoDCord  Junction  to  Nashua,  N.  II.;  points  on  the  Southern  Division  in  a  direct  line 
Erom  Nashua  to  Concord,  N.  H.,  inclusive. 

The  Fitchburg  division,  which  extends  from  Rotterdam  efunction, 
N.  Y.,  to  Boston,  reaches  a  long,  though  narrow,  strip  of  territory. 
The  other  divisions  reach  only  limited  areas. 

To  all  other  points  on  the  Boston  and  Maine  system  petroleum  prod- 
ucts can  be  shipped  only  by  paying  an  arbitrary  or  local  rate  in  addi- 
tion to  the  Boston  rate.  Thiis,  points  as  near  Boston  and  as  important 
BIS  Lowell,  Lawrence,  and  Lynn,  Mass.,  take  a  local  rate  over  and 
above  the  Boston  rate.  The  same  is  true  of  Portsmoutli,  N.  II.,  Port- 
land, Me.,  and  many  other  points.  The  list  of  stations  to  which  local 
rates  must  thus  be  added  is  very  large.  Such  a  list,  furnished  by  the 
Boston  and  Maine  system,  contained  394  out  of  al)out  620  freight  sta- 
tions on  the  system,  not  including  the  Maine  Central. 

The  eastbound  billing  instructions  of  various  fast  f reiglit  lines  con- 
tain the  following  clause  or  one  similar  to  it: 

Shipments  of  petroleum  oil  destined  to  points  on  or  rt*iU'he<l  viii  the  H.  &  M.  R.  R. 
lannot  be  taken  at  rates  named  in  this  tariff  unless  .such  })<)intH  are  ])refixed  with 
reference  No.  5. 

An  examination  of  the  livst  of  stiitions  in  such  billing  guides  shows 
that  reference  No.  6  is  not  prefixed  in  the  case  of  a  very  large  number 
of  points  on  the  Boston  and  Maine  system.  Roughly  speaking,  this 
refusal  of  the  Boston  and  Maine  system  to  prorate  on  oil  aflects  the 
Dortheastern  part  of  Massachusetts,  nearly  all  of  the  Boston  and  Maine 
lines  in  New  Hampshire  and  Vermont  except  the  southern  portions, 
Eind  all  of  Maine.  Including  the  Maine  Central,  more  than  two-thirds 
of  the  mileage  of  the  Boston  and  Maine  system  comes  under  this 
restriction  in  respect  to  prorating  on  oil. 

It  may  be  noted,  furthermore,  that  the  Boston  and  Maine  system 
does  not  prorate  with  the  New  York,  New  Haven  and  Hartford  sys- 
tem, except  to  a  limited  extent.     The  only  points  at  which  prorating 
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arranjrements  coverincr  the  entire  Boston  and  Maine  syrtem  are  in 
effect  with  the  New  Haven  on  oil  are  Northampton  and  Worcester, 
Mass.  There  are  local  prorating  armugements  between  the  two  sys- 
tems at  several  other  points,  but  these  do  not  affect  a  large  territory. 

The  discrimination  against  petroleum  and  its  products  on  the  part  of 
the  Boston  and  Maine  in  the  matter  of  proi'ating  is  shown  by  the  fact 
that  in  the  case  of  other  commodities  nearly  all  stations  on  the  Boston 
and  Maine  system  south  and  west  of  Portland,  Me.,  take  the  same  rate 
as  Boston.  In  a  few  instances  there  is  a  slight  addition  to  the  Boston 
rate.  Petroleum  is  one  of  a  very  few  commodities  on  which  the  Bos- 
ton and  Maine  declines  to  enter  into  prorating  arrangements. 

The  effect  of  this  partial  refusal  on  the  part  of  the  Boston  and  Maine 
system  to  prorate  on  petroleum,  as  in  the  case  of  the  New  Haven,  is  of 
course  to  increase  the  freight  charge  by  the  addition  of  a  local  rate. 
Those  local  rates  vary  widely,  and  in  general  are  somewhat  higher  than 
those  of  the  New  Haven  system.  This  is  indicated  by  the  following 
table: 


COMPARISON  OF  OIL  RATES  FROM  OIL  CITY  a  TO   POINTS  ON  THE  BOSTON  AND   MAINE 
RAILROAD    UNDER    COMBLN'ATION  OF  LOCATES   WITH    THOSE  WHICH    WOULD    EXIST 
UNDER  PRORATING  ON  THE  BASIS  OF  THE  BOSTON  RATE. 
[Rates  In  cents  per  hundred  pounds.] 


Actual  combinntiun  oil  rate. 


Destination. 


Via  Boston  rate 
junction  iK)int. 


I  Oil  City 

t.> 
junction. 


Biddcfonl,  Me Boston.  Mass 

North  Berwick,  Me «lo 

Portland,  Me do 

Springvale,  Me Ntu»*hua.  N.  II 

Berlin.N.H Concord, N.H 

Dover,  N.  H Boston,  Mass 

Franklin,  N.  H I  Concord,  X.  H 

Groveton,  N.  H do 

Laeonia.  N.  H d(» 

Littleton,  N.H do 

Plymouth.  N.  H do 

Portsmouth.  N.  il |  Boston.  Mjiss 

RiH'hesler,  N.  II .lo 

Newport.  Vt Windsor.  Vt 

St.  Jolinsbury,  Vt <lo 

Wells  River,  Vt do 

(»lou<'cst<'r.  Mass Boston,  Mass 

Haverhill,  Mass do 

LawreiKT,  Mass do 

Ijowi'll.  Mass do 

Lynn,  Mas.s d«) 

NewburyiM^rt,  Mass do 

Wohnrn,  Mass do 


Arbi- 

'    trary,    | 

junction 

to  desti-  I 

nation. 


Com- 
bined 
through 
rate. 


m 
^m 

•^;" 

23i 
'23i 
23i 
•J3i 
23i' 
23i| 
23i 

23i 

231 
23i' 
23i' 

23i 
23i' 


11  ; 

"  i 

10  ' 

10  I 

12] 

10 


12 
10 
10 
10 
16 
13 
11 

8 
» 
8 
4 
8 

a 


Esti- 
mated  ' 
oil  rate  '   Differ- 
under    '    enc«. 
prornt- 

ing.b 


34J 

331 
33^1 
854, 
334 
304; 
35* 
30i 
364J 
331 
334 
334' 
394' 
864 
344 
304' 
314' 
314 
3U. 
274" 
SI4 
28 


234 

234 

234 

2:^4 

24 

234 

•.34 

24 

234 

24 

234 

234 

234 

24  I 

24  I 

24  I 

234^ 

234 

234 

234 

234 

284 

234 


11 
11 
10 
10 
lU 
10 
I 

114 
lit 

10 
10 
10 

114 
124 
104 

7 
8 
8 
8 
4 
8 
44 


"Itiites  from  Oil  City  also  apply  from  I'itlsburK  and  numerous  western  Pennsylvania  points. 

^Thr  jihrase  "  Kslinmted  oil  rate  under  prorating "  mean.s  that  in  thi.s  table  it  han  been  Msamed 
that  the  same  iK)int«  nldch,  under  the  present  sy.stcm  of  prorating  on  other  commodities,  take  the 
Boston  rate  basis  would,  under  prorating  on  oil,  take  the  Boston  oil  rates  now  in  effect. 
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Comparison  of  oil  rates  from  Boston  and  Beverly  to  various 
POINTS. — Aside  from  this  failure  to  prorate  over  all  its  system,  dis- 
crimination has  been  practiced  by  the  Bonton  and  Maine  in  the  adjust- 
ment of  the  local  rates  on  oil  from  coast  stations  served  by  tank  vessels. 
This  is  brought  out  by  a  comparison  of  oil  i*ates  from  Beverly,  where  the 
plant  of  the  Gulf  Refining  Company  is  located,  with  those  from  East 
Boston,  where  the  Standard  Oil  Company  has  a  distributing  station. 
Beverly  is  on  the  Boston  and  Maine  Bailroad,  and  as  it  is  but  a  short 
distance  (about  18  miles)  from  East  Boston,  it  might  be  expected  that  the 
two  concerns  would  obtain  substantially  equal  rates  except  in  the  case 
of  very  short  local  hauls.  Instead  of  any  such  equality  in  treatment, 
the  Boston  and  Maine  Railroad  Company  has  charged  higher  rates 
from  Beverly  to  various  points.  This  difference  is  shown  by  the 
following  table: 

COMPARISON  OF   RATES  FROM   EAST  BOSTON  AND  FROM  BEVERLY,  MASS.,  TO  VARIOUS 

NEW  ENGLAND  POINTS. 

[Rates  in  centu  per  bundred  poundR.] 


To^ 


J, 


From  Frpim 
Buv-    Bos* 


Ayer,  Mrmi„. 10 

Bellftws  Tulln,  Vt-,„., Ifi 

Chicopee,  jUr9!i 12 


COUCO^ll,  MftBB... 

Clarcmont.  Nh  H . 
Conwird,  K.  H  . . . 
Fltchburg,  Mju^» . 
OieenDcld,  Mm^. 
Holyoki>,  M««i».-, 
Kcenc.N,  H..,., 

Ljnn,  Mnid 

Lovrell,  J 


W 

m 

11 

10 
14 

12 
12 

4 

9 


7 

s 

6 
134 

n 

B 

n 
n 
11 


From 


Ti>- 


Sh ,  La4**Jiilu,  X.  H . 


13 
11 

n 

15 
Si 


Northampton.  Mjiw  . 
Portland^  Mu._„,„ 


SprlnfflHd,  Mmw, 


St,  Johtmbury,  Vt . 
Gl'l  WoPCMler*  Majm... 
141    WiK»dflvIlKN.  H.. 


11  I    PliTttOULU,  >M1 . 


From 
Bev- 
erly. 


12 
10 

m 

12 
lA 
8 
U 
10 

la 
u 


Fromi 


From 

BCH- 


m 
m 
*ii 

Hi 

H 

IS* 

m 


aB.&  A. 


<)B.  dcM.  switching. 


The  above  table,  it  may  be  noted,  was  voluntarily  submitted  by  the 
traffic  manager  of  the  Standard  Oil  Company  to  refute  the  contention 
that  East  Boston  had  an  advantage  over  Beverly.  It  is  therefore  fair 
to  assume  that  the  list  does  no  injustice  to  the  Standard  Oil  Company. 
As  a  matter  of  fact,  it  will  be  seen  that  even  this  selection  of  points 
by  the  company  itself  shows  in  several  instances  a  marked  advantage 
in  favor  of  East  Boston  as  against  Beverly.  Thus  to  Bellows  Falls 
the  charge  from  East  Boston  is  3  cents  lower  than  from  Beverly; 
to  Fitchburg  3i  cents  lower;  to  Worcester  2i  cents  lower.  It  may 
be  noted,  further,  that  in  the  case  of  some  points  like  Northampton, 
where  East  Boston  ap^mrently  takes  a  higher  rate  than  Beverly,  the 
Standard  Oil  Company  is  able  to  deliver  oil  at  a  much  less  charge 
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from  its  distributing  stations  on  Long  Island  Sound.  Thus,  to  North- 
ampton there  is  a  rate  of  7  cents  per  hundred  from  Wilson  Point 
Furthermore,  to  points  where  Beverly  has  the  julvmi^ge,  k  lamgfB 
cnly  from  i  to  1)^  tsents  per  hxmidapcd  pounds  the  higher  figure  repre- 
senting the  switching  charge  from  East  Boston  to  Boston. 

In  preparing  this  table  allowance  was  made  for  the  fact  that  as 
the  East  Boston  plant  of  the  Standard  Oil  Company  is  located  on  the 
Boston  and  Albany  tracks,  it  is  necessary  in  some  cases  to  pay  a 
switching  charge  of  IJ^  cents  for  delivery  to  the  tracks  of  the  Boston 
and  Maine. 

It  should  be  added  that  to  many  other  points  in  New  England  the 
rates  from  Beverly  and  from  East  Boston  are  substantiallj^  the  same, 
but  in  only  a  few  compai*able  cases  does  Beverly  get  a  lower  rate  than 
East  Boston. 

Section  4.  Comparison  of  oil  rates  and  fifth-class  rates  from  Standard 
shipping  points  and  from  competing  refining  points. 

Not  only  has  the  Standard  Oil  Company  enjoyed  an  advantage  over 
its  competitors  in  western  Pennsylvania  and  Ohio,  by  reason  of  the 
failure  of  New  England  railroads  to  make  through  rates  on  oil  from 
the  west,  but  the  rates  which  the  Standard  itself  has  paid  from  its 
various  supply  stations  along  the  New  England  coast  to  interior  points 
in  New  England  have  been  decidedly  low,  as  compared  with  the  rates 
charged  to  such  western  competitors.  Thus,  even  to  points  where 
through  rates  are  made  from  the  West,  as  to  lioston,  the  rates  on  oil 
are  higher  than  the  fifth-class  rates,  while  rates  paid  by  the  Standard 
Oil  Company  from  its  various  coast  supply  stations  to  New  England 
destinations  are,  in  a  large  proportion  of  cases,  considembly  below  the 
fifth-class  rates  from  the  same  points  of  origin  to  the  same  destination. 
Where  the  effect  of  the  failure  to  prorate  appears,  the  disadvantage 
of  the  interior  refiner,  as  compjired  with  fifth-class  rates,  is  greatly 
increased,  as  has  been  already  j^ointed  out. 

The  table  presented  on  page  160  shows  this  discrimination  in  favor 
of  the  Standard  Oil  Company  very  clearly.  It  compares  the  oil 
rates  from  the  coast  supply  stations  of  the  Standard  Oil  Company 
to  various  points  in  New  England  with  the  fifth-class  rates  between  the 
same  points,  and  also  compares  the  oil  rates  and  fifth-class  rate^  from 
Oil  City,  Cleveland,  and  Pittsburg  to  these  destinations.  The  relations 
between  the  oil  rates  and  fifth-class  rates  are  then  compared  with  one 
another  in  the  columns  headed  '"Advantage  of  coast  supply  station  on 
a  comparison  with  fifth-class  rates."  These  latter  columns  are  com- 
puted in  most  instances  by  adding  to  the  amount  by  which  the  fifth- 
class  nite  from  the  coast  supply  station  exceeds  the  oil  rate,  the  amount 
by  which  the  oil  rate  from  western  refining  points  exceeds  the  fifth- 
class  rate.     In  instances  when*  both  oil  rates  are  above  or  below  the 


NEW   ENGLAND.  159 

fifth  class fheitwll lb  ■Miimiii  by  subtraction,  as  can  readily  be  seen 
from  the  table. 

It  will  be  seen  that  the  advantage  of  tim  ^ktmiatd  Oil  Oompanj 
shipping"  points  over  competing  shipping  points — or  to  state  tSie  caae 
in  another  way,  the  disadvantage  of  the  inland  competitor — on  oil  on 
the  basis  of  a  comparison  of  fifth-class  rates  ranges  from  3  to  15  cents 
as  against  Oil  City  and  Pittsburg,  and  from  — i  to  12i  cents  as  against 
Cleveland.  Pittsburg  rates,  it  will  be  seen,  are  precisely  the  same  on 
both  oil  and  classified  articles  as  the  rates  from  Oil  City,  and  various 
other  western  Pennsylvania  points  take  the  same  rates  to  this  territory. 


160 
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etiait  5.  Prorating  arrangements  of  Vermont  roads. 
The  principal  railroads  in  Vermont  are  the  Rutland,  the  Central 
3miont,  and  the  Boston  and  Maine.  The  failure  of  the  Vermont 
ilroads  in  some  cases  to  make  through  mtes  on  oil  from  western 
^nnsylvania,  combined  with  the  secret  rates  enjoyed  by  the  Stand- 
d  Oil  Company  from  Olean  to  Vermont  points,  have  given  that 
mpany  an  extraordinary  advantage  over  its  competitor.  The 
cret  rates  were  described  in  Chapter  II.  None  of  these  roads  pro- 
tes  uniformly  on  petroleum  to  all  points.  In  fact  the  Central  Ver- 
ont  has  no  promting  arrangements  on  oil.  In  the  case  of  the  Boston 
id  Maine,  prorating  arrangements  in  Vermont,  as  just  shown,  are 
nfined  to  a  few  localities  in  the  southern  part  of  the  State.  The 
iitland  prorates  via  southern  gateways  with  some  roads,  but  via  the 
»rthem  route  it  prorates  only  on  a  high  basis.  The  book  of  Red 
ine  Eastbound  Billing  Instructions  contains  the  following  clause: 

Petroleum  oil  to  points  on  the  Rutland  Railroad  can  not  be  taken  at  the  rates 
med  in  this  tariff  J    Shipments  will  be  subject  to  the  local  rates  from  Norwood,  N.  Y. 

In  this  connection,  the  following  letter  to  Mr.  T.  B.  Westgate,  gen- 
al  manager  American  Oil  Works  at  Titysville,  Pa.,  from  the  Dela- 
ire  and  Hudson  Company,  under  date  of  February  18,  1W6,  is  of 
terest: 

The  Delaware  and  Hudson  Company, 

Office  of  the  (Commercial  Freight  Agent, 

Room  1017  Bessemer  Bldg., 
PiUsburgh,  Pa.,  Feb.  ISih,  '05. 
Mr.  T.  B.  Westgate, 

GmH  Mgr.,  American  Oil  Works,  TUusville,  Pa. 
Dear  8ir:  Relative  to  our  conversation  of  the  10th  instant:  We  beg  to  advise  that 
i  are  unable  to  handle  shipments  for  Burlington,  Vt.,  and  Rutland  R.  R.  points. 
Uso  send  you  under  separate  cover  copy  of  Erie  Despatch  East  Bound  Guide  Book 
).  15. 

Yours  truly,  L.  Snodgrass,  T.  F.  A, 

The  Delaware  and  Hudson  Company  later  furnished  Mr.  Westgate 
ith  a  rate  from  Schenectady,  the  connecting  point  of  the  Delaware 
id  Hudson  with  the  New  York  Central,  into  Burlington.  This  is 
lown  by  the  following  letter: 

April  10,  '05. 
731. 
r.  T.  B.  Westgate, 

Trea^,,  American  Oil  Wks.,  Lim,, 

Tituaville,  Pa. 
Dear  Sib:  Referring  to  your  letter  of  April  1st,  our  general  office  advises  that 
e  summer  basis  of  rates  on  oil,  carloads,  from  Titusville,  Ta.,  to  Burlington,  Vt., 
U  become  effective  between  Schenectady,  N.  Y.,  and  Burlington,  Vt.,  on  April 
th.    This  will  make  the  third-class  rate  20^.  per  100  lbs.,  a  reduction  of  5t.  on  the 
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rate  quoted  you  in  our  letter  of  March  31  st.    Our  general  office  advises  that  this  is 
the  very  best  that  we  can  do. 

We  trust  that  it  will  enable  you  to  do  business  and  that  you  can  see  your  way  to 
favor  us. 

Yours  truly,  S.  Y.  Baldwin, 

8YB.  G.  F.  A. 

It  will  be  noted  that  this  rate  of  20  cents  applies  only  from  Schenec- 
tady. To  this  rate  it  would  be  necessary  to  add  the  local  f  ronoi  west- 
ern Pennsylvania  to  Schenectady,  which  is  15i  cents,  thus  making  the 
through  i-ate  35^  cents  even  on  the  summer  basis,  or  2^  cents  above 
the  through  rate  quoted  by  other  routes. 

It  should  be  stated  that  in  September,  1905,  the  general  freight 
agent  of  the  Rutland  Railroad  wrote  to  the  Bureau  in  part  as  follows: 

The  east-bound  billing  instructions  of  certain  fast  freight  unes  advising  that  ship- 
ments of  petroleum  oil  to  points  on  the  Rutland  Railroad  wilf'bel  Subject  to  local 
rate  from  Norwood,  N.  Y.,  are  somewhat  misleading.  We  iil^,^kild' have  been,  pre- 
pared to  join  in  the  protection  of  third-class  rates  on  petroleuiji^  and.  petroleum  prod- 
ucts, carloads,  and  second-class  rates  on  less  than  carloads  yi  Connection  with  the 
so-called  Color  Lines  operating  via  Norwood,  N.  Y.,  and  there  are  at  the  present 
time  in  force  commodity  tariffs  on  petroleum  and  petroleum  products,  carloads,  from 
NVestern  States  points  to  our  stations  via  Norwood,  N.  Y.,  based  on  the  current  third- 
class  merchandise  rates,  which  tariffs  are  divided  on  the  established  merchandise 
percentages. 

This  qualification,  however,  is  of  no  significance,  as  it  has  already 
been  shown  that  under  prorating  on  the  third-class  basis  the  rate  from 
independent  refining  points  in  western  Pennsylvania  would  be  40^ 
cents,  or  more  than  double  the  secret  combination  of  rates  enjoyed 
by  the  Standard  Oil  Company  from  its  Olean  refinery  via  Norwood. 

By  way  of  Rutland  the  Rutland  Railroad  prorates  with  some  lines 
from  the  west  on  a  lower  basis. 

To  a  considerable  part  of  Vermont,  therefore,  it  is  necessary  to  add 
to  the  through  rate  from  the  oil  regions  the  local  or  arbitrary  rates 
of  the  Vermont  roads.  In  many  cases  these  arbitrary  rates  are  very 
high.  Thus,  on  the  Passiumpsic  division  of  the  Boston  and  Maine, 
which  runs  from  White  River  Junction  into  Canada  via  Newport,  the 
arbitraries  from  Windsor  range  from  7  cents  to  16  cents  per  hundred 
pounds.  On  the  Central  Vermont  these  arbitraries  northbound  are 
about  the  same.  From  Rouses  Point,  N.  Y.,  the  northern  gateway  of 
the  Central  Vermont  into  the  State,  the  arbitraries  are  still  higher, 
ranging  from  frcents  to  Alburgh,  in  the  northern  part  of  the  State,'to 
24  cents  in  the  ease  of  Montpelier,  and  still  higher  to  some  other  points. 
From  White  River  Junction,  likewise,  high  arbitraries  are  also 
exacted  by  the  Central  Vermont,  the  local  rate  to  Montpelier  being 
20  cents  per  hundred  pounds  and  to  Burlington  28  cents^per  hundred 
pounds.  , 

The  discrimination  against  oil  is  brought  out  by  the  fact  that  these 
Vermont  roads  prorate  on  nearly  all  other  commodities.    To  a  consid- 
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erable  section  of  the  State  on  shipments  from  the  West  the  through 
nite  to  Boston  is  applied,  with  the  provision  that  if  the  through  i-ate 
from  Cleveland  to  Boston  is  higher  then  this  shall  be  regarded  as  the 
minimum  rate  to  these  Vermont  points.  The  following  table  shows 
what  the  cost  of  shipping  oil  to  various  Vermont  destinations  from 
western  Pennsylvania  refining  points  would  be,  provided  through 
rates  on  oil  were  made  on  the  Boston  rate  with  the  Cleveland- Boston 
oil  rate  to  be  used  as  the  minimum  as  it  is  on  class  rate^.  The  result- 
ing rate  is  compared  with  the  rates  now  actually  in  force  on  oil  to  the 
same  points.  In  the  case  of  points  on  the  Kutland  Railroad  shown  in 
this  table  there  were  through  rates  on  oil,  although,  as  will  be  seen, 
thei*e  were  much  higher  than  those  which  would  be  in  effect  if  pro- 
rating were  practiced  on  oil  on  the  basis  described.  In  the  case  of 
the  points  on  the  Central  Vermont  shown  in  the  table  there  are  no 
through  rates  on  oil,  and  the  actual  rate  is  arrived  at  by  adding  a  local 
or  arbitrary-  rate  of  that  road  to  the  rate  up  to  the  most  favorable 
junction  point. 

COMPARISON  OF  EXISTING  OIL  RATES  FROM  WESTERN  PENNSYLVANIA  REFINING 
l»OINTS  TO  VERMONT  POINTS  WITH  THOSE  OBTAINABLE  IF  THROUGH  RATES  WERE 
MADE  ON  SAME  RATE  BASIS  AS  ON  OTHER  COMMODITIES. 

[Rates  in  cents  per  hundred  poundH.] 


Destination. 


RnUaod  R.  R.  Co: 

Brandon,  Vt 

Burlin^^ton,  Vt 

Manchester,  Vt 

Middlebury.  Vt 

Pittsford,  Vt 

Proctor,  Vt 

Shaftfibury,  Vt 

Central  Vermont  Rwy.  Co.: 

Barre.Vt 

Colchester,  Vt 

Hartford,  Vt 

Hartland.  Vt 

Montpelier,  Vt 

Northfield.  Vt 

Boyalton.  Vt 

St.  Albans,  Vt 

Swanton,  Vt 

Waterbur>-,  Vt 


Actual 
oil  rate. 


Oil  rate 
under  pro- 
rntiuK  on 

general 
rate  ba^is. 


33 
33 
33 
33 
33 
X\ 
33 

48i 
42 
33i 
29i 
46  i 
44  i 
38i 
48 
49 
48 


Excc(» 
in  actual 
oil  rate. 


24 

9 

24 

9 

234 

9* 

24. 

9 

24 

9 

23i 

9i 

23i 

n 

24 

24i 

24 

18 

24 

n 

24 

54 

24 

224 

24 

204 

24 

144 

24 

24 

24 

25 

24 

24 

From  the  above  table  it  will  at  once  b(»  seen  what  a  trreat  advantage 
it  would  be  to  the  interior  refiner  if  throutrh  rates  weie  named  on  oil 
subject  to  the  same  maximum  ])asis  as  that  applied  on  other  conmiodi- 
ties.     The  difference  ranges  from  5^  to  "26  cents. 
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Section  6.  Other  open  discriminationi  in  rates  into  Vermont. 

The  advantage  of  the  Standard  Oil  Company  in  reaching  Vermont, 
again,  is  not  limited  to  the  failure  of  Vermont  roads  to  prorate  uni- 
formly on  oil,  nor  to  the  extremely  low  combinations  of  secret  rates 
from  Olean  via  Norwood.  The  company  derives  a  further  advantage 
from  the  adjustment  of  rates  from  some  of  its  distributing  stations. 

Rate  from  New  London  to  Burlington. — A  special  instance  of 
this  sort  is  found  in  a  rate  of  12  cents  per  hundred  pounds  from  New 
London,  Conn.,  to  Burlington,  Vt.  The  advantage  of  this  rate  may 
be  appreciated  by  comparison  with  the  rate  from  western  Pennsyl- 
vania refining  points,  which  is  33  cents.  The  distance  from  New  Lon- 
don to  Burlington  is  273  miles;  from  Bradford,  Pa.,  507  miles. 

This  12-cent  rate  compares  with  a  rate  of  27  cents  per  hundred 
poimds  from  New  London  to  such  points  as  Barre,  Braintree,  Hart- 
ford, Montpelier,  and  Waterbury,  all  of  which  are  south  of  Burling- 
ton and  thus  nearer  New  London.  The  Standard,  hawever,  could 
reach  several  of  these  points  much  more  cheaply  by  combining  the 
12-cent  rate  with  the  virtually  secret  State  rates  on  tank  cars  from 
Burlington  back. 

Shippers  of  oil  to  Burlington  by  way  of  New  London  must,  of 
course,  pay  the  cost  of  getting  their  oil  to  New  "London  by  water 
and  also  the  cost  of  getting  their  crude  oil  to  their  seaboard  refiner- 
ies. But,  after  allowing  for  these  considerations,  it  is  obvious  that  the 
total  cost  of  shipping  oil  into  Burlington  by  way  of  New  London,  with 
a  12-cent  rate  from  that  point,  must  be  very  much  less  than  the  rail 
charge  from  the  independent  refining  district  of  western  Pennsylvania. 
It  may  be  roughly  estimated  as  about  20  cents. 

Thus,  on  two  sides,  the  Standard  Oil  Company  has  been  able  to  flank 
its  inland  competitors  in  respect  to  freight  rates  into  Burlington.  By 
the  Norwood  route  it  secured  a  rate  of  15.34  cents  per  hundreil  pounds 
from  Olean,  and  from  New  London  a  rate  of  12  cents.  This  rate  of 
12  cents  was  used  in  connection  with  the  flat  rates  on  tank  c^ars  from 
Burlington  over  the  Central  Vermont,  already  described. 

In  this  connection  the  following  letter  from  Mr.  H.  E.  Felton,  of  the 
Standard  Oil  Company,  to  the  Central  Vermont  Railway  is  of  interest: 

RontiiigH  of  ahipments  from  New  Ix)n(ion,  Conn. 

26  Broadway,  New  York,  March  17lh^  1904- 
Mr.  J.  E.  Dalrymplk, 

a.  F.  A.  Caitral  of  Vt.  A"//.,  St.  Albam,  Vt. 
Dkar  Sir:  We  are  figuring  on  having  for  a  time  shipments  to  Bethel  and  Mont- 
pelier, Vt.,  frt)ni  New  lyondon.  Conn.  These  shipments  of  course  will  be  routed  vii 
the  Ci'ntral  of  Vermont.  As  you  know,  tlie  combination  rates  via  Burlington  tothew 
two  points  are  lower  than  the  through  rate,  and  we  wish  to  know  if  this  combina- 
tion rate  will  be  applied  if  we  consign  the  shipments  through  to  destination.    If 


NEW    ENGLAND.  1(>5 

not,  it  will  be  necessary  for  us  to  consign  to  the  S.  O.  Co.,  Burlinprton,  Vt.,  with 
instructions  to  re-consign.     This  will  give  you  an  unnecessary  double  haul. 
Please  advise  promptly,  as  it  is  probable  we  will  begin  shipping  within  a  few  days. 
Yours,  truly, 

H.  E.  Felton. 
5. 

It  will  be  recalled  that  from  Burlington  to  Bcthol,  Vt.,  the  Central 
Vermont  has  a  special  nite  of  $45  per  tank  car,  or  say  7^  cents  per 
hundred  pounds,  and  to  Montpelier  a  rate  of  $36  per  tank  car,  or  6  cents 
per  hundred  pounds.  (See  p.  125.)  The  respective  third-class  rates 
to  these  points,  these  being  the  rates  quoted  in  published  tariffs  as 
applicable  to  oil  in  carloads,  were  23  cents  and  16  cents. 

Bethel  and  Montpelier  are  considerably  south  of  Burlington.  It 
will  be  noted  that  this  letter  contemplates  the  direct  use  of  secret  State 
rates  on  interstate  business  without  even  going  through  the  formality 
of  re-consignment. 

According  to  representatives  of  the  Standard  Oil  Company,  this 
low  rate  from  New  liondon  to  Burlington  was  due  to  the  competition 
of  water  transportation  up  the  Hudson  River  and  thence  by  canal  and 
Lake  Champlain.     This  is  by  no  means  a  satisfactory  explanation. 

There  is  no  such  discrimination  in  favor  of  Burlington  on  lard  and 
linseed  oils  or  on  fifth-class  merchandise,  the  mtes  from  New  London 
on  such  traffic  being  the  same  to  Burlington  as  to  points  farther  south 
and  away  from  Lake  Champlain,  like  Barrc,  Braintree,  and  Hartford. 

It  is  difficult  to  understand  why  the  argument  of  water  competition 
should  not  apply  to  a  large  number  of  other  commodities,  particularly 
those  compamtively  low-gmde  articles  which  are  handled  at  the  fifth- 
class  i-ates.  Indeed,  nmch  fifth-class  merchandise  is  better  suited 
than  petroleum  for  transportation  by  water.  As  a  matter  of  fact, 
there  is  some  evidence  to  show  that  the  low  rate  on  oil  from  New 
London  to  Burlington  was  put  in  to  compete  with  the  secret  low  rate 
from  Olean  to  Burlington,  and  was  not  due  to  actual  or  potential 
water  competition. 

Rates  fkom  Boston  to  Bellows  Falls. — The  lowest  rate  on 
petroleum  oils  from  western  Pennsylvania  points  to  Bellows  Falls  in 
1904  was  23i  cents  per  hundred  poiuids.  The  Boston  and  Maine  Rail- 
road Company,  however,  has  a  rate  of  Hi  cents  from  Boston  to  Bel- 
lows Falls.  The  rate  from  East  Boston  is  13  cents.  There  can  be  no 
doubt  that  the  combination  of  this  rate  with  the  cost  of  Nvat(*r  trans- 
portation to  Boston  from  refineries  at  seaboard  is  less  than  the 
rail  charge  of  23^  cents  from  interior  points.  At  the  same  time  the 
Standard  Oil  Company  has  been  able  to  reach  Bellows  Falls  on  secret 
rate-s  from  Olean  by  way  of  Norwood  for  about  16  cents  per  liTmdred 
pounds.  Again,  therefore,  the  Standard  Oil  Company  lias  two  routes 
into  Bellows  Falls,  either  of  which  is  much  cheaper  than  any  open  to 
H.  Doc  812, 59-1 13 
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independent  shippers  in  the  interior.  So  far  as  the  rate  of  13  cents 
from  East  Boston  to  Bellows  Falls  is  concerned,  no  objection  can,  per- 
haps, be  made  to  it,  since,  on  the  basis  of  distance,  this  rate  is  not  out 
of  line  with  those  from  western  Pennsylvania  points  into  Bellows  Falls. 
But  in  view  of  the  fact  that  the  Standard  Oil  Company  was  already 
able  to  reach  Bellows  Falls  at  a  less  cost  than  its  competitors  in  the 
interior,  the  glaring  injustice  of  the  action  of  the  Rutland  and  Central 
Vermont  lines  in  giving  that  company  such  extremely'  discriminatory 
rates  as  those  o])tained  over  the  Norwood  route  is  alt  the  more  forcibly 
emphasized. 

Section  7.  Secret  and  special  rates  of  New  England  railroads. 

By  far  the  most  important  instance  of  the  use  of  secret  rates  on  oil 
in  New  England  was  that  of  rates  on  tank  cars  and  on  less-than-carload 
lots  out  of  Burlington  via  the  Central  Vermont  Kail  way.  The 
discriminations  of  that  road  have  already  been  fully  covered  in  a 
preceding  chapter. 

Special  rates  of  the  New  York,  New  Haven  and  Hartford.— 
Officials  of  the  New  Haven  system  were  emphatic  in  asserting  that  all 
tariffs  of  that  road  were  not  only  published,  but  posted.  An  extensive 
examination  of  the  claim  and  way  billing  records  of  the  company  failed 
to  disclose  local  rates  of  that  road  on  oil  at  variance  with  published 
tariffs,  with  the  exception  of  a  few  special  rates  promulgated  by  the 
Boston  and  Albany  in  which  the  New  Haven  system  participated. 
These  rates,  while  not  intended  for  posting,  did  not  appear  to  be  of  a 
discriminator}'  character.  A  copy  of  one  of  the  rate  orders  naming 
several  of  these  special  rates  is  shown  on  the  next  page. 
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BOSTON  <fc  ALBANY  RAILROAD. 

(N.  Y.  C.  &  H.  R.  R.  R.  Co.,  Lessee.) 

SPECIAL  RATE  NOTICE. 

Boston,  Mass.,  January  1,  1905. 


This  iiaml)er  must  be 
entered  on  way-bill. 

FREIGHT  AGENT,  East  Boston,  Mass. 

Charge  the  following?  rates  account  of 
Shipi)er8. 

On  PETROLEUM  AND  PI-riROLEUM  PRODUCTS  (in  tank  cars) 

From  East  Boston,  Mass. 

To  Framingham,  Fayville,  Southlwro,  Marlboro,  Northboro,  Ber- 
lin, West  Berlin,  Bolton,  Clinton,  Sterling  Junction,  Pratts  Junc- 
tion, Leominster,  Fitch  burg,  lyowell  and  Concord  Junirtion, 
Mass.,  via  South  Framingham  and  the  N.  Y.,  N.  H.  <&  11.  R.  R. 

Rate  6t  {ler  100  ll>s.,  iniuiniuni  weight  niaxiniuin  capacity  of  car. 

File  3114 

Expires  December  31,  1905,  unless  sooner  revoke<l. 


MINIMUM  CHARGE. 

If  no  minimum  charge  is  specified  alK:>ve,  the  minimum 
charge  will  be  in  accordance  with  the  current  class  rate 
tariff  and  official  classification. 


\gte. 

V.  F.  A. 

^  S.  H.  (14) 

H.  C.  BLOOD, 

NOT  to  \m  lasted. 

Ass't  (leneral  Freight  Agent.    - 

9  class  rates  to  these  points,  in  other  words  the  published  rates 
in^  to  oil,  ranged  from  7  to  9  cents  per  hundred  pounds. 

CIAL    RATES    OF    THE    BoSTOX   AND    MaINE    SYSTEM. — InVOStiga- 

f  the  records  of  the  Boston  and  Maine  system  disclosed  the 

ice  of  a  number  of  unpu])lished  rates  on  oil.     These  were  in  the 

f  typewritten  special- rate  orders  and  in  most  cases  indicated  on 

ice  that  they  were  to  he  applied  uniformly  on  all  shipments 

?ss  of  who  the  shipper  was.     Some  of  these  rates,  however, 

II3'  named  certain  shippers  or  consignees.     Tlie  management 

^ston  and  Maine  system  contended,  however,  that  this  fact 

out  significance,  and  that  the  name  of  the  shipp«»r  or  consignee 

ebl}'  been  entered  because*  the  rate  had  been  asked  for  by  tlie 

named. 
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Among  such  special  rates  was  one  of  40  cents  per  ton  from  Spring- 
field to  Brightwood,  Mass.,  on  oil  in  tank  cars  from  Wilson  Point 
This  was  originally  quoted  to  the  Page-Storm  Drop  Forge  Company. 
Subsequently,  another  rate  order  naming  the  same  rate  was  issued  for 
the  same  haul,  naming  the  Moore  Drop  Forge  Company  as  the  con- 
signee. Another  of  these  special  rates  was  one  of  12^  cents  from 
Beverly  to  Springfield,  Mass.  Beverly,  it  will  be  recalled,  is  the 
shipping  point  of  the  Gulf  Refining  Company.  Altogether  there 
were  about  thirty  of  these  typewritten  si)ecial  rates  on  oil.  A  copy 
of  one  of  these  special-rate  notices  follows: 


BOSTON  &  MAINE  RAILROAD, 

8t.  Johnsbury  &  I^ke  Champlain  Railroad. 

Freight  Traffic  Department. 

SPECIAL  RATE  NOTICE. 
Agents  will  enter  this 


S.  R.  4/7578 

number  on  way-bills. 

To            Agent 

Boston,  Mar.  7,  1904. 

Agent 

Boston,  Mass. 

Dear  Sir:— The  following  rate  has  been 

given  to 

continue  until            Cancelled 

Shipper 

Any  Party 

Consignee 

Any  Party 

Kind  of  freight 

PETROLEUM  and  PETROLEUM  PRODUCTS,  jn 

tank  cars 

From 

Boston,  Mass. 

To 

North  Adams,  Mass. 

Quantity 

Carloads 

Rate 

$35.00  per  car  of  not  exceeding  50000  lbs.  plus 

1  cent  per '100  lbs.  actual  weight. 

Athy.  No.  2860 

Agent: — See  that  Freight  is  way-bille<l  accordingly. 

M.  T.  DONOVAN, 
Freight  Traffic  Manager,  B.  <fe  M.  R.  R. 
General  Freight  Agent,  St.  J.  &  L.  C.  R.  R. 


This  special  rate  to  North  Adams  is  particularly  interesting  because 
the  published  rate  of  the  Boston  and  Maine  to  numerous  other  points 
in  the  vicinity  of  North  Adams,  is  13  cents  per  hundredweight.  The 
Boston  and  Maine  said  of  this  rate: 

The  rate  to  North  Adams,  Mass.,  as  quoted,  plus  the  Boston  and  Albany  switching  ^ 
charge  from  tlie  oil  works  to  their  connection  with  the  Boston  and  Maine  Railroad 
just  equals  the  rate  as  made  by  the  Boston  and  Albany  Railroad  from  the  oil  works 
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to  North  AtlaniH,  Ma^e.,  plus  what  they  would  have  to  pay  the  Boston  and  Maine 
for  switching  to  the  workn  of  the  consignee,  said  consij^nee  being  located  on  a  side 
track  leading  from  the  Boston  and  Maine  Railroad. 

From  the  above  statement  it  would  appear  that  this  rate  was  put  in 
bj-  the  Boston  and  Maine  to  meet  a  competitive  rate  of  the  Boston  and 
Albany.  As  the  Boston  and  Albany  system  is  controlled  by  the  New 
York  Central,  the  Bureau  has  thus  far  been  unable  to  investigate  its 
records  covering  the  transportation  of  oil. 

It  will  be  observed  that  this  rate  to  North  Adams,  Mass.,  is,  according 
to  the  special  rate  notice,  to  be  applied  to  any  shipper  and  to  any  con- 
signee. While  it  is  thus  apparently  not  of  a  discriminatory  character 
in  respect  to  individuals,-  it  is  out  of  line  with  rates  to  points  in  the 
immediate  vicinity.  The  particular  objection  to  this  rate,  however, 
is  the  general  one — that  it  is  not  a  published  mte  and  that  a  shipper 
at  a  distant  point  would,  from  an  inspection  of  the  published  tariffs  of 
the  Boston  and  Maine,  have  no  means  of  knowing  of  its  existence. 

It  will  be  noted  that  the  rate  applying  between  Springfield  and 
Brightwood,  Mass.,  although  unimportant  from  the  standpoint  of  dis- 
tance or  the  amount  of  the  charge,  is  really  of  an  interstate  nature 
in  that  it  applies  onlj^  on  oil  shipped  from  Wilson  Point.  The  fact  that 
this  rate  was  limited  to  shipments  from  Wilson  Point  obviousl}'^  was  in 
the  nature  of  preferential  treatment  of  Standard  ))usiness,  since  the 
Standard  is  the  only  shipper  of  petroleum  from  Wilson  Point. 

In  connection  with  the  assertion  of  officials  of  the  Boston  and  Maine 
system,  that  the  designation  of  shippers  or  consignees  ])y  name  did 
not  constitute  discrimination,  it  may  be  noted  that  when  the  Moore 
Drop  Forge  Company,  of  Brightwood,  Mass.,  made  a  claim  for  the 
40-cent-per-ton  rate  allowed  the  Page-Storm  Drop  Forge  Company, 
the  freight  traffic  manager  and  the  general  auditor  wrote  the  agent  at 
Springfield  asking  why  he  had  not  used  the  special  nite  on  the  billing. 
This  was  in  the  early  part  of  1904,  or  many  months  before  the  investi- 
gation of  the  Bureau  was  commenced.  The  local  agent  replied,  in 
letters  dated  March  22  and  May  27,  that  the  special  rate  specified  only 
the  Page-Storm  Drop  Forge  Company.  A  special- rate  notice  was 
promptly  issued  appl3'ing  the  same  rat«  to  the  Moore  Drop  Forge 
Company.  This  indicates  a  disposition  to  treat  all  consignees  alike, 
and  the  freight  traffic  manager  of  the  Boston  ai.d  Maine  stated  that  he 
would  give  any  consignee  of  fuel  oil  at  Brightwood  the  .  ame  rate.  The 
two  companies  mentioned,  he  said,  were  the  only  concerns  at  Brightwood 
receiving  fuel  oil  in  tank  cars.  In  the  ciis(»  of  shipments  from  Beverly  to 
the  Springfield  Gaslight  Company,  the  original  rate  of  liJ.V  cents  moreh^ 
read  as  from  Beverly,  and  would  thus  ostensibly  be  open  to  all  sliippers. 
'  When  this  special  rate  was  reduced  to  lOJ  ctMits,  howev(»r,  tlie  rate 
was  made  applicable,  on  its  face,  only  to  shipments  by  the  Gulf  Refin- 
ing Company.     The  Gulf  Refining  Company  is  the  only  shipper  of 
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petroleum  oil  from  Beverly.  Representatives  of  the  Boston  and  Maine 
contended  that  there  was  no  significance  whatever  in  the  form  of  any  of 
these  rates,  and  that  they  would  have  been  open  to  any  other  shipper, 
of  the  same  products  from  Beverly. 

Special  rate  of  the  Maine  Central. — A  special  rate  over  the 
Maine  Central  Railroad,  which  is  controlled  by  the  Boston  and  Maine 
Railroad  Company,  was  applied  from  Portland,  Me.,  to  Oakland,  Me., 
on  shipments  of  oil  originating  at  East  Boston.  The  i*ate  in  this  case 
was  7^  cents  per  hundred  tK)unds.  In  connection  with  a  claim  of  the 
Standard  Oil  Company  against  the  Boston  and  Maine  Railroad  for  this 
rate,  the  general  freight  agent  of  the  Maine  Central  wrote  to  the 
general  auditor  of  the  Boston  and  M^,ine  as  follows: 

The  Standard  Oil  Company  are  to  send  in  some  freight  bills  for  claim  on  acx^ount 
of  overcharge  on  fuel  oil  from  Portland  to  Oakland,  shipments  billed  to  the  Dunn 
E<:lge  Tool  Company,  freight  charges  prepaid.  When  the  freight  bills  are  received 
you  may  adjust  freight  charges  on  cars  which  move  between  February  4  and  Feb- 
luary  26,  1903,  on  the  basis  of  7J  cents  per  hundre<i  pounds.  For  all  shipments  made 
prior  to  February  4  and  sintre  February  26  the  correct  rate  to  bill  is  Hi  cents. 

The  special  rate  was,  however,  granted  at  a  later  period.  On 
December  4,  1903,  the  general  freight  agent  of  the  Maine  Central 
Railroad  wrote  to  the  Boston  and  Maine  as  follows: 

It  will  be  necessary  for  us  to  reduce  charges  on  these  shipments  to  base  of  7i  cents 
per  hundreil  pounds,  Portland  to  Oakland,  Me. 

On  this,  in  pencil,  was  the  following  notation: 

Special  rate  9879,  material  and  supplies  for  Dunn  Edge  Tool  Company,  Portland 
to  Oakland,  71  cents  L.  C.  L. 

This  7i-cent  rate  is  what  is  known  as  a  manufacturer's  rate;  that  is, 
a  rate  applying  on  materials  and  supplies  used  by  manufacturers.  It  is 
a  practice  of  some  eastern  railroads  to  include  oil  under  the  heading 
of  manufacturers'  supplies  in  the  promulgation  of  such  manufacturers' 
rates. 

Section  8.  Absorption  of  switching  charges. 

Eastern  railroads  make  a  general  practice  of  "absorbing"  switching 
charges  on  oil,  as  well  as  on  other  commodities,  when  the  switching 
service  is  on  traffic  wiiich  is  regarded  as  of  a  competitive  character. 
Absorption  of  switciiing  merely  means  that  the  railroad  which 
gets  the  haul  pays  the  switching  charges  of  other  lines  at  point  of 
origin  or  destination  out  of  its  regular  rate.  A  vast  amount  of  switch- 
ing is  thus  al)sorbed  by  tiie  New  England  roads  in  connection  with  all 
traffic,  and  since,  generalh'  speaking,  there  appears  to  be  no  discrimi- 
nation of  importiince  in  this  respect,  on  oil  shipments  this  matter  calls 
for  little  discussion.  A  rather  noteworthy  case  of  such  absorption, 
however,  was  discovered  in  the  case  of  the  New  York,  New  Haven 
and  Hartford  jiailroad  Company.     It  appears  that  during  January, 
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1902,  this  road  reversed  its  position  in  the  matter  of  absorption  of 
switching  charges  on  petroleum  oil  shipped  by  the  Standard  Oil  Com- 
pany. This  is  brought  out  by  correspondence  found  in  the  course  of 
the  investigation  of  that  road. 

On  January  30,  1902,  the  general  freight  agent  of  the  New  Haven 
system  wrote  Mr.  H.  E.  Felton,  traffic  manager  of  the  Standard  Oil 
Company,  as  follows : 

New  Haven,  Conn.,  January  SO,  190S. 
Mr.  H.  E.  Fklton, 

Xo.  26  Broadtvapf  New  York,  N.  Y. 
Dear   Sir:    Youre  of    the    29th  inBt.,    absorption   of  switching  charges.     Your 
understanding  is  the  same  as  ours,  viz,  all  {pitching  charges  of  foreign  roads  on  oil 
flhipments  over  the  N.  Y.,  N.  H.  &  H.  R.  R.  System  by  your  company  are  to  be 
absorbed  up  to  and  including  Dec.  31,  1901. 

From  January  1,  1902,  to  and  including  January  Slst,  1902,  said  switching  shall 
be  borne  one-half  by  your  company  and  one-half  by  our  company.     From  February 
Ist,  1902,  said  switching  shall  be  borne  entirely  by  the  N.  Y.,  N.  H.  &  H.  R.  R. 
System.     Instructions  have  been  given  to  our  agents  accordingly. 
Yours,  truly, 

———^  , 

C.  T.  M.  10-20-1903. 

On  the  same  date  instructions  were  sent  to  various  local  freight 
agents  of  the  New  Haven  System,  reversing  the  previous  polic}"  of  the 
road  in  regard  to  switching  absorptions.  This  is  shown  by  the  fol- 
lowing letter: 

Pereonal.]  New  Haven,  Conn.,  January  SO,  190£. 

Freight  agents: 

Springfield  (Hartford  Div.),  Mass.  South  Framingham,  Masf*. 

Springfield  ( 1 1  ighland  Div. ) ,     "  Worcester, 

State  Line,  "  Fitchburg,  ** 

Pittstield,  **  Marlboro, 

Westfield,  *'  Clinton, 

Hartford,  Conn.  Willimantic,  Conn. 

Winsted,  "  New  Ix)ndon,  " 

Canaan,  "  Norwich,  " 

FileO 
Gentlemen:  See  our  letter  of  December  Slst,  advising  that  beginning  January  Ist, 
1902,  you  would  not  aljsorb  any  connecting  line  switching  charges  on  oil  billeil  from 
Wilson  Point  or  East  Providence. 

It  has  been  deemed  advisable  to  change  this  practice;  therefore,  cumniencing  Feb- 
ruary 1st,  you  vnll  abeorb  all  destination  switcthing  on  oil  billed  from  Wilson  Point 
or  East  Providence. 

Please  arrange  to  pay  these  switching  charges  and  make  claim  for  relief,  through 
oar  freight  claim  agent,  in  the  regular  way. 

Yours,  truly,  , 

G.  F.  A. 

From  the  fact  that  these  instructions  to  agents  were  marked  i>cr- 
sonal  and,  from  the  general  tenor  of  the  letter,  it  would  appear  that 
some  special  consideration  had  influenced  the  New  Haven  System  in  its 
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cliange  of  policy.  That  these  absorptions  applied  only  to  oil  billed 
from  Wilson  Point  and  from  East  Providence  is  clearly  indicative  of 
discrimination  in  favor  of  the  Standard  Oil  Company,  since  it  is  the 
only  shipper  from  these  points. 

Section  9.  Summary  as  to  New  England. 

From  the  facts  presented  it  is  apparent  that  the  Standard  Oil  Com- 
pany has  a  very  great  natural  advantage  over  its  inland  competitors 
in  reaching  the  numerous  important  cities  on  or  near  the  coast  of 
New  England,  but  that  this  advantage  has  been  increased  by  the  arbi- 
tniry  action  of  se^'enll  New  England  roads  in  refusing  to  name  through 
rates  on  petroleum  oil,  as  they  do  in  the  case  of  other  commodities. 
Again,  there  has  been  discrimination  even  in  the  adjustment  of  the 
local  ratios  from  coast  points  alone.  It-  has  been  shown  that  the 
Gulf  Refining  Company,  at  Beverly,  is  at  a  distinct  disadvantage  in 
respect  to  rates  to  some  points,  as  compared  with  the  Standard  Oil 
Company  at  East  Boston.  In  the  case  of  Vermont,  the  independent 
is  discriminated  against  at  almost  every  point.  By  reason  of  the 
secret  com})ination  of  rates  into  Burlington  the  Standard  Oil  Com- 
pany was  able  to  reach  that  point  at  an  enormous  advantage  over  its 
competitors,  and,  having  reached  it,  had  a  still  further  advantage  by 
reason  of  secret  and  discriminatory  rates  on  the  distribution  of  its  oil 
to  surrounding  towns.  It  is  apparent,  therefore,  that  the  dominating 
position  of  the  Standard  Oil  Company  in  the  New  England  market 
is  due  only  in  part  to  its  natural  advantages  and  to  a  very,  considerable 
extent  to  arbitrary  discriminations  in  rates  ])y  New  England  railroads. 

n.   RATES  ON  PETROLEUM  TO  POINTS  IN  THE  SOXTTH  ATLANTIC 

SPATES. 

Section  10.  Bates  to  points  on  the  coast. 

The  competition  of  water  tmnsportation  plays  an  important  part  in 
the  adjustment  of  freight  rates  on  petroleum  oil  to  the  large  seaboard 
cities  of  the  South  Atlantic  States.  The  regular  steamship  lines 
handle  illuminating  oil  in  barrels  to  a  considerable  extent,  particu- 
larly from  Baltimore,  and  on  a  smaller  scale  from  Philadelphia.  From 
the  latter  port  illuminating  oil  does  not  appear  to  be  shipped  in  quan- 
tity by  conmiercial  steamship  lines  to  points  south  of  Norfolk,  Va., 
although  lubricating  oils  are  taken  to  more  southern  ports.  A  more 
important  factor  than  these  regular  steamship  lines,  however,  in  the  sea- 
board oil  rate  situation  is  tin?  extensive  use  of  tank  vessels  by  the  Stand- 
ard Oil  Company.  It  may  be  estunated  that  oil  can  be  transported 
in  this  manner  on  the  extensive  scale  practiced  by  the  Standard 
from  Philadelphia  to  practically  any  South  Atlantic  coast  point  for  not 
over  one-half  cent  per  gallon,  or,  say,  S  cents  per  hundred  pounds, 
this  covering  not  only  the  actual  cost  of  operation,  but  an  allowance 


SOUTH   ATLANTIC   STATES. 


173 


for  depreciation  and  interest  on  investment.  The  Standard  Oil  Com- 
pany is  the  only  refiner  at  the  present  time  opomting  tank  vessels  to 
South  Atlantic  ports.  It  follows,  therefore,  that  the  Stjmdard  has  a 
natural  advantage  on  such  shipments,  even  over  the  few  independent 
refiners  located  on  the  seaboard. 

As  compared  with  competitors  wholly  dependent  upon  rail  facili- 
ties, its  advantage  is  far  greater.  The  railroads  have  in  part  met 
the  competition  of  water  carriers  between  coast  points.  This  is 
especially  true  in  the  case  of  i-ates  from  Baltimore  to  Virginia 
points,  like  Norfolk  and  Manchester,  where  the  railroad  i-ate  on  t)etro- 
leum  is  the  same  as  that  of  tlie  regular  commercial  steamship  lines; 
but  on  rates  to  the  more  southern  ports  water  competition  has  had 
less  effect  on  railroad  tariffs. 

Moreover,  the  open  charges  of  the  commercial  steamship  lines  to 
these  southern  points  are  much  greater  than  the  actual  cost  to  the  Stand- 
ard Oil  Conipan\\  Thus  the  winter  i-ate  from  Baltimore  to  Charles- 
ton, S.  C,  and  Jacksonville,  Fla.,  is  18  cents  per  hundred  pounds, 
and  to  Savannah  15  cents,  or,  roughly,  about  twice  the  estimated 
cost  to  the  Standard  Oil  Company  in  its  own  tank  vessels.  The  follow- 
ing table  compares  the  niilroad  rates  on  oil  to  various  South  Atlantic 
coast  cities  from  Philadelphia,  Baltimore,  and  Pitts])urg,  and  the 
water  rates  from  Baltimore  and  Philadelphia,  where  such  are  available: 


COMPARISON  OF  RAIL  RATES  AND  RATES  BY  COMMERCIAL  WATER  CARRIERS  FROM 
PHILADELPHIA,  BALTIMORE,  AND  PITrSBUR(J  TO  CITIES  ON  THE  SOUTH  ATLANTIC 
COAST.  1904. 

[Riites  In  cents  per  hundred  pounds.] 


T<>— 


Riiilnmd  niten. 


From  Pliila- 
dclphia. 


From 
Baltimore, 


Norfolk 

Wilmington . 
Charleston  .. 
Savannah  ... 
Jack.Nonville. 


Ctnts. 


Cents. 


14 
24 
29i 

•29*; 


From 
Pittsburg, 


Ctntif. 


Water  rates. 


Fn>ni  Phila-         From 
delphia.        Baltimore. 


Crtitif. 


20i 

31i| 

36i'. 

43iL 


14 
«18 


a-nu. 


18 
15 
18 


a  Applies  to  lubricating  oils  only. 

From  the  above  table  it  is  apparent  that  Baltimore  is  the  principal 
shipping  point  from  which  the  railroads  have  met  water  com])ctition 
to  any  marked  degree,  except  in  the  case  of  shipments  from*  Philadel- 
phia to  Norfolk.  The  only  refinery  at  Baltimore,  however,  is  that  of 
the  Standard  Oil  Company;  consequently  that  company  is  the  princi- 
pal beneficiary  of  any  low  railroad  rates  from  that  point.  There  are  a 
few  jobbers  in  refined  oils  at  Baltimore,  but  as  these  obtain  their  supply 
by  rail  from  interior  refineries  they  are  at  a  distinct  disadvantage  as 
compared  with  the  Standard  Oil  Company,  even  on  the  basis  of  railroad 
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rates.  But,  as  already  emphasized,  the  Standard  Oil  Company  can  reach 
the  more  southern  seaboard  cities  by  its  tank  vessels  at  considerably 
less  than  either  the  water  rates  or  the  competitive  railroad  rates.  The 
only  heavy  rail  shipments  by  the  Standard  to  these  seaboard  cities  are 
from  Philadelphia  and  Baltimore  to  Virginia  points,  particularly 
Manchester  and  Norfolk,  Manchester  being  just  opposite  Richmond. 
Small  shipments  are  made  to  more  southern  coast  points,  but  generally 
speaking  those  south  of  Norfolk  are  served  by  the  Standard  Oil  Com- 
pany by  water  with  its  own  vessels. 

The  disadvantage  of  competing  refiners  at  Philadelphia,  dependent 
uix)n  r&il  transportation,  is  clearly  brought  out. 

Thus,  to  Wilmington,  N.  C.  the  rail  rate  from  Philadelphia  was  24 
cents  per  hundred  pounds;  to  Savannah,  29^  cents,  and  to  Jacksonville, 
35i  cents,  whereas  the  cost  to  the  Standard  Oil  Company  probably  does 
not  exceed  8  cents  per  hundred  pounds  to  any  of  these  points.  The 
i-ail  rate  of  14  cents  from  Philadelphia  to  Norfolk  is  the  same  as  the 
water  rate,  but  as  there  is  a  0-cent  mte  from  Bsiltimore,  where  the 
Standard  Oil  Compmy  alone  has  a  refinery,  this  still  leaves  the  Phila- 
delphia refiner  at  a  disadvantage. 

The  rates  from  Pittsburg  to  these  coast  cities  are  naturally  higher 
than  'those  from  Philadelphia,  and  rates  from  Marietta  are  decidedly 
higher  than  those  from  Pittsburg. 

It  is  not  intended  to  suggest  that  these  rates  are  especially  discrimina- 
tory, with  the  exception,  perhaps,  of  some  of  those  from  Marietta  and 
Pittsburg.  On  the  contrary,  the  advantage  of  the  Standard  Oil  Com- 
pany to  these  specific  coast  points  is  very  largel}'  a  natural  one,  due  to  its 
superior  facilities  and  great  resources.  It  is  apparent,  nevertheless, 
that  in  these  largo  consuming  markets  on  the  South  Atlantic  sealx>ard 
the  Standard  Oil  Company  has  a  decided  advantage  over  any  of  its 
competitors. 

Section  11.  Bates  to  the  interior  from  the  Standard's  coast  supply  statioiii. 
It  would  naturally  be  supposed  that  the  Standard  Oil  Company 
would  reach  a  large  portion  of  South  Atlantic  territory  from  its  dis- 
tri])uting  plants  on  the  coast,  as  it  does  in  the  case  of  New  England, 
but  this  is  not  the  case.  Its  shipments  inland  from  its  southern  dis- 
tributing plants  extend  over  but  a  comparatively  narrow  strip  of  ter- 
ritory, and  instead,  a  large  portion  of  these  South  Atlantic  States  has 
been  served  from  its  great  refiner}^  at  Whiting.  The  ability  of  the 
Standard  Oil  Company  to  ship  oil  by  rail  this  great  distance  to  better 
advantage  than  from  its  coast  stations  was  due  to  highly  discriminat- 
ing secret  rates  in  favor  of  the  Whiting  refinery,  and  particularly  to 
certain  rate  combinations  by  way  of  Grand  Junction,  Tenn.,  about 
50  miles  east  of  Memphis.  These  combinations  are  fully  discussed  in 
Chapter  VI.     As  a  result  of  the  discriminatory  rates  in  favor  of  the 
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Whiting  plant  cities  as  far  east  as  Atlanta  obtained  their  oil  from  the 
refinery  there  instead  of  from  seaboard  points  like  Savannah  and 
Wilmington. 

Thus,  in  December,  1904,  thirty-one  cars  of  oil  were  shipped  to 
Atlanta  from  Whiting  and  ten  cars  to  Macon,  Ga.,  whereas  an  exami- 
nation of  the  records  of  the  Southern  Railway  and  the  Atlantic  Coast 
Lino,  the  principal  systems  in  this  territory,  showed  practically  no 
shipments  to  the^e  points  from  the  Standard  Oil  Company's  distribut- 
ing plants  on  the  coast.  This  statement  refers  to  shipments  in  carload 
lots.  A  considerable  amount  of  oil  is  shipped  in  less  than  carload 
lots  from  sealward  points  and  also  from  Richmond  and  Baltimore.  A 
comparison  of  rates  on  oil  from  Whiting  with  those  from  Wilmington, 
Charleston,  and  Savannah  to  representative  points  in  the  South 
Atlantic  States  in  1904  is  given  in  the  following  table: 

COMPARISON  OF  OIL  RATES  FROM  WHITING,  IND.,  AND  FROM  LEADING  SOUTH 
ATLANTIC  COAST  PORTS  TO  VARIOUS  SOUTHERN  POINTS,  19CM. 

[Rates  In  cents  per  hundred  pounds.] 


To— 


Albany,  Ga 

Amerfcus.  Ga 

Aahevinc,  N.C 

Athen9.Ga 

Atlanta,  Ga 

Angusta,  Ga 

Cbarlotte,  N.C 

Charleston,  S.  C , 

Columbia,  S.  C 

£ufaula.  ^la 

Galnesrille.  Ga 

GrecnTillc,  S.  C 

Jackson,  Ga 

LBcrange,  Ga 

Macon,  Ga 

Marietta,  Ga 

Raleigh,  N.C 

Savannah,  Ga 

Spartanburg,  S.  C 

Valdotfta,  Ga 

Wilminglon,  N.  C 

Win»ton-SaIein.  N.  C. 


From 
Whiting. 

From 
Charlenton. 

From 
Savannah. 

49.8 

30 

30 

49.8 

38 

33 

53.5 

35 

40 

36.5 

33 

33 

33.2 

SS 

38 

36.5 

12 

12 

42.25 

25 

26 

44. 25 

17 
21 

42.2 

21 

37.3 

83 

33 

61.2 

33 

33 

52.1 

30 

30 

48.6 

36 

36 

47.8 

46 

45 

35.2 

30 

80 

51.26 

42 

42 

45 

32 

34 

44.26 

17 
28.5 

52.1 

28.5 

61.25 

29 

.      29 

■12 

k; 

20 

46. 2.') 

32 

" 

From 


32 
ST) 
38 
38 
33 

n 

22 

16 

21 

85 

33 

80 

45 

46 

80 

45 

18 

20 

28. 6 

31 


The  distances  from  Whiting  to  most  points  named  in  the  above 
table  ninge  from  about  700  to  900  miles,  whereas  the  distances  from 
the  most  favorabl}^  located  coast  station  to  the  same  points  range 
from  about  100  to  300  miles.  In  other  words,  Whiting  is,  roughly 
speaking,  three  or  four  times  as  distant  from  most  of  these  markets  as 
are  the  coast  stations.  From  this  table  it  is  apparent  at  once  that  the 
rates  from  Whiting  are  not  only  relatively  much  lower  than  the  rates 
inland  from  the  seaboard  distributing  points,  but  that  the  local  rates 
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up  from  the  coast  arc  in  themselves  high — sometimes  almost  equal  in 
absolute  amount  to  the  rates  from  Whiting. 

Thus  to  Atlanta  the  rate  from  \^Tiiting,  by  reason  of  the  discrimi- 
natory rate  via  Grand  Junction,  was  only  33.2  cents,  or  but  0.2  cent 
more  than  the  local  rail  rate  up  from  Charleston,  Savannah,  or  Wil- 
mington. Adding  to  the  rate  from  the  coast  the  cost  of  delivering 
oil  by  water  to  these  points,  already  estimated  at  about  8  cents  per 
hundred  pounds,  it  will  be  seen  that  Whiting  had  a  distinct  advantage 
over  the  seaboard  route  in  the  total  cost.  In  the  case  of  Macon,  the 
Whiting  rate  was  only  5.2  cents  higher  than  the  rates  from  the  three 
coast  points  mentioned,  so  that  after  allowing  for  the  cost  of  water 
delivery  to  the  coast  stations,  Whiting  had  an  actual  advantage  in 
freight  rates.     The  same  holds  true  of  man}'^  other  points. 

In  the  case  of  Augusta,  the  coast  rates  are  much  lower  than  those 
to  neighboring  points  like  Atlanta.  This  is  due  to  the  fact  that  it  is 
possible  to  ship  oil  up  the  Savannah  River  from  Savannah  to  Augusta. 
In  a  few  other  cases  it  will  be  noted  that  the  mtes  from  Whiting  are 
very  high,  as  for  instance  in  the  case  of  Valdosta,  whwe  the  charge  is 
61i  cents.  But  in  such  cavses  there  is  a  more  favorable  coast  local. 
Thus,  from  Savannah  the  rate  to  Valdosta  is  but  29  cents. 

Whatever  the  explanation  for  these  high  rates  up  from  the  seacoast 
may  be,  it  will  l>e  seen  that  they  did  not  prevent  the  Standard  Oil 
Company  from  reaching  the  territory  affected.  On  the  contrary'  the 
Standard  reached  this  territory  on  a  very  favorable  basis  from  Whiting 
because  of  the  extremely  discriminatory  rates  from  that  point  by  way 
of  Grand  Junction.  On  the  other  hand  these  high  locals  up  from  the 
coast  obviously  would  and  did  largely  shut  out  competitive  refiners  in 
the  East,  who  were  dependent  upon  connnercial  steamship  lines  to 
reach  the  principal  seaboard  cities. 

The  sum  of  the  charges  of  such  water  carriers  and  the  local  rail 
rates  to  the  inland  points  would  place  a  shipper  compelled  to  use  them 
at  a  hopeless  disadvantage  as  against  the  Whiting-Giand  Junction 
route,  which  until  recently  was  employed  by  the  Standard  Oil 
Company. 

Were  all  the  rates  into  the  South  open,  it  would  be  somewhat  diffi- 
cult to  understand  this  adjustment  of  tariffs  from  the  coast.  It  would 
seem  that  the  southorji  railroads  should  be  as  willing  to  make  low  rates 
from  the  seaboard  as  from  interior  points,  and  that  this  would  also  be 
satisfactory  to  the  Standard  Oil  Company.  The  real  explanation  of 
the  situation  lies  in  the  secret  low  rates  from  Whiting. 

Section  12.  Advantage  of  Whiting  over  Pennsylvania  refining  points. 

Although  Whiting  is  thus  able  to  reach  these  distant  markets  in  the 
South  at  a  transportation  cost  more  favorable  than  that  obtainable  by 
using  water  transportation  in  connection  with  local  rates  inland  from 


SOUTH   ATLANTIC   STATES. 


177 


the  coa-st,  the  independent  refiners  at  Philadelphia,  Pittsburg,  and  in 
the  Oil  City  district  are  virtually  excluded  from  this  territory;  and 
this  despite  the  fact  that  the  distance  from  them  to  a  large  part  of  this 
South  Atlantic  territory  is  considerably  less  than  from  Whiting. 

This  is  brought  out  by  the  following  table,  comparing  rates  on  oil 
from  Whiting  to  southern  points  with  those  from  the  Pittsburg  and 
Oil  City  district  and  from  Philadelphia: 


COMPARISON  OF  OIL  RATES  FROM   WHITING  AND  FROM   PHILADELPHIA  AND 
PITTSBURG  a  TO  POINTS  IN  SOUTH  ATLANTIC  STATES.  1904. 

[Rates  iu  ceute  per  hundred  pounds.] 


To- 


Albany,  Ga 

AmericiM 

Asheville.N.C 

Athen-ifGa 

Atlanto 

AugUfta 

CharloUe.N.C 

Columbia,  S.  C 

Sufaula,  Ala 

Gainesville,  Ga 

Greenville,  S.  C 


From 
Whiting. 

From 
Philadel- 
phia. 

From 
Pitts- 
burg, etc. 

49.8 

54 

57 

49.8 

M 

60 

63.5 

53 

57.5 

36.5 

54 

51.5 

33.2 

54 

51.5 

36.5 

42 

39 

42.25 

41 

45.5 

42.2 

42 

53.5 

87.3 

54 

51.5 

51.2 

54 

60      1 

52.1 

54 

60.5 

To- 


Jackson.Ga 

Lagrange 

Macon 

Marietta 

Opelika,Ala 

Raleigh,  N.C 

Spartanburg,  S.  C . 

Valdosta,Ga 

Winston -Salem, 
N.C 


From 
Whiting. 

From 
Philadel- 
phia. 

From 
Pitts- 
burg, etc. 

48.6 

U 

66.5 

47.8 

68 

65.5 

35.2 

53 

51.5 

51.25 

(M 

61.5 

36.4 

W 

51.5 

46 

37 

41.5 

52.1 

M 

60.5 

61.25 

52 

51 

46.25 

37 

41.5 

>  Rates  from  Pittsburg  also  apply  from  Oil  City,  Warren,  and  other  western  Pennsylvania  points. 


It  will  be  seen  from  the  above  table  that  whereas  Whiting  obtained  a 
rate  of  33.2  cents  per  hundred  pounds  to  Atlanta,  Ga.,  the  rate  from 
Pittsburg  and  the  Oil  City  district  was  51^^  cents,  and  that  from  Philadel- 
phia 54  cents.  In  the  case  of  Macon,  Ga.,  the  independent  refiners  of 
western  Pennsylvania  were  cnarged  51^  cents,  and  those  at  Philadelphia 
53  cents,  as  against  a  rate  of  35.2  cents  per  hundred  pounds  from 
Whiting.  To  Americus,  Ga.,  Whiting  took  a  rate  of  49.8  cents  per 
hundred  pounds,  Pittsburg  a  rate  of  60  cents  per  hundred  pounds,  and 
Philadelphia  a  rate  of  54  cents  per  hundred  pounds.  In  the  case  of 
Charlotte,  N.  C,  Pittsburg  had  a  rate  of  45i  cents  per  hundred  pounds 
as  compared  with  a  i*ate  of  42^  cents  per  hundred  pounds  from  Wliiting, 
but  in  this  case  there  is  a  rate  of  34  cents  per  hundred  pounds  from 
Baltimore,  where  the  Standard  Oil  Company  has  a  refinery  and  where 
there  is  no  independent  refinery.  Similarly,  in  the  case  of  Raleigh, 
N.  C,  Pittsburg  has  a  rate  of  41^  cents  per  hundred  pounds  and  Phila- 
delphia a  rate  of  37  cents  as  against  45  cents  per  hundred  pounds  from 
Whiting,  but  the  rate  from  Baltimore  is  but  30  cents  per  hundred 
pounds.  Substantially  the  same  condition  obtains  in  the  case  of 
Winston-Salem. 
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To  Yaldosta  Pittsburg  has  an  apparent  advantage  over  Whiting,  this 
being  one  of  the  few  exceptions.  But  the  Standard  Oil  Company  can 
reach  Yaldosta  at  a  still  lower  cost  either  from  the  coast  or  from  Bal- 
timore. In  the  case  of  an  independent  refiner  at  Marietta,  just  across 
the  river  from  Parkersburg,  the  arrangement  of  rates  is  such  as  to 
prevent  shipments  to  distant  points  in  the  South,  the  territory  of  the 
Marietta  refinery  toward  the  South  being  mainly  confined  to  West 
Virginia. 

These  rates  are  representative  of  the  situation  in  the  South  Atlantic 
States.  It  will  be  seen,  therefore,  that  to  a  very  large  area  Whiting 
had  a  lower  rate  than  those  obtained  by  independent  refiners  in  the 
East,  and  that  in  a  few  cases  where  ^these  refiners  appear  to  haye  an 
advantage  the  Standard  Oil  Company  is  able  to  compete  on  more  favor- 
able terms,  because  of  the  fact  that  it  has  a  refinery  at  Baltimore,  or 
because  of  its  water  transportation  facilities.  The  advantage  of  the 
Standard  on  shipments  f ix)m  Baltimore,  or  from  any  point  which  it 
reaches  by  water,  is  largely  a  natui-al  advantage.  The  railroads  might, 
however,  be  expected  to  reduce  their  i*ates  somewhat  from  western 
Pennsylvania  to  enable  that  section  to  compete  on  more  nearly  equal 
terms  with  the  Standard's  Baltimore  plant.  Certainly,  there  seems 
no  sufficient  reason  why,  on  hauls  so  long  as  those  into  the  South 
Atlantic  States,  Philadelphia  should,  in  all  cases,  pay  as  much  as  4i 
cents  per  hundred  more  than  Baltimore,  the  difference  in  distance 
b^ng  only  95  miles.  The  advantage  of  Whiting  over  Pittsburg  and 
Philadelphia  on  shipments  to  the  South  Atlantic  Coast  States  is 
extremely  unfair.  The  advantages  obtained  by  the  Standard  Oil  Com- 
pany on  its  shipments  from  Whiting  to  other  parts  of  the  South  are 
fully  discussed  elsewhere. 
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To  Yaldosta  Pittsburg  has  an  apparent  advantage  over  Whiting,  this 
being  one  of  the  few  exceptions.  But  the  Standard  Oil  Company  can 
reach  Yaldosta  at  a  still  lower  cost  either  from  the  coast  or  from  Bal- 
timore. In  the  case  of  an  independent  refiner  at  Marietta,  just  across 
the  river  from  Parkersburg,  the  arrangement  of  rates  is  such  as  to 
prevent  shipments  to  distant  points  in  the  South,  the  territory  of  the 
Marietta  refinery  toward  the  South  being  mainly  confined  to  West 
Virginia. 

These  rates  are  representative  of  the  situation  in  the  South  Atlantic 
States.     It  will  be  seen,  therefore,  that  to  a  very  large  area  Whiting 
had  a  lower  rate  than  those  obtained  by  independent  refiners  in  the 
East,  and  that  in  a  few  cases  where  ^these  refiners  appear  to  have  an 
advantage  the  Standard  Oil  Company  is  able  to  compete  on  more  favor- 
able terms,  because  of  the  fact  that  it  has  a  refinery  at  Baltimore,  or 
because  of  its  water  transportation  facilities.     The  advantage  of  the 
Standard  on  shipments  from  Baltimore,  or  from  any  point  which  it 
reaches  by  water,  is  largely  a  natural  advantage.     The  railroads  might, 
however,  be  expected  to  reduce  their  mtes  somewhat  from  western 
Pennsylvania  to  enable  that  section  to  compete  on  more  nearly  equal 
terms  with  the  Standard's  Baltimore  plant.     Certainly,  there  seems 
no  sufficient  reason  why,  on  hauls  so  long  as  those  into  the  South 
Atlantic  States,  Philadelphia  should,  in  all  cases,  pay  as  much  as  4f 
cents  per  hundred  more  than  Baltimore,  the  difference  in  distance 
bemg  only  95  miles.     The  advantage  of  Whitmg  over  Pittsburg  and 
Philadelphia  on   shipments  to   the  South   Atlantic  Coast  States  is 
extremely  unfair.     The  advantages  obtained  by  the  Standard  Oil  Com- 
pany on  its  shipments  from  Whiting  to  other  parts  of  the  South  are 
fully  discussed  elsewhere. 
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CHAPTER  IV. 
NOETH  GENTEAL  STATES. 

Section  1.  General  conditions  of  oil  transportation. 

The  present  chapter  has  to  do  with  rates  on  oil  in  the  territory  of 
the  Central  Freight  Association.  This  territory  includes,  substan- 
tially, the  North  Central  States  of  Ohio,  Indiana,  and  Michigan,  with 
western  New  York  and  Pennsylvania,  and  a  large  part  of  Illinois.  It 
is  desirable  to  consider  the  rates  in  this  territory  separately  from  those 
farther  west  for  the  reason  that  the  rates  wast  from  Chicago  are  for 
the  most  pai-t  made  by  railroads  entirely  distinct  from  those  east  of 
Chicago. 

The  territory  of  the  Central  Freight  Association  is  bounded  on  the 
east  by  a  line  drawn  from  Buffalo  through  the  Pennsylvania  oil  regions 
to  Pittsburg,  on  the  south  by  the  Ohio  River,  and  on  the  west  by  a  line 
between  Chicago  and  East  Burlington,  111.,  and  by  the  Mississippi 
River.  A  large  proportion  of  the  transportation  of  oil  in  this  territory 
is  performed  by  two  great  railroad  systems,  each  of  which  traverses 
the  larger  part  of  this  section.  Thus,  the  Pennsylvania  system  reaches 
most  of  the  refineries  in  this  entire  territory,  including  those  of  Buffalo, 
northwestern  Pennsylvania,  Pittsburg,  Cleveland,  Toledo,  Lima,  and 
Whiting.  It  reaches  also  the  leading  gateways  into  the  South  and  West. 
The  same  is  true  in  considerable  measure  of  the  group  of  railroads  con- 
trolled by  the  New  York  Central  interests,  including  the  Lake  Shore  and 
Michigan  Southern,  the  Big  Four  (Cleveland,  Cincinnati,  Chicago,  and 
St.  Louis),  the  Michigan  Central,  and  the  Lake  Erie  and  Western.  Some 
of  the  lines  in  the  western  part  of  the  Central  Freight  Association 
territory,  however,  are  under  separate  control  from  those  which  serve 
the  rest  of  the  territory.  They  run  from  Chicago  south  and  south- 
west, the  Chicago  and  Eastern  Illinois  and  the  Illinois  Central  being 
the  most  important  with.respect  to  oil  transportation. 

The  general  conditions  of  petroleum  transportation  in  the  Central 
Freight  Association  territory  may  be  better  appreciated  by  the  accom- 
panying map,  which  shows  the  refining  points  of  the  Standard  Oil 
Company  and  its  competitors,  respectively,  and  the  leading  points  of 
consumption  and  distribution  of  oil.  No  attempt  has  been  made  to 
show  the  numerous  railroad  lines. 

It  will  be  seen  that  the  Standard  Oil  Company  has  several  impor- 
tant refineries  in  this  territory.  Its  refineries  at  Buffalo,  Franklin, 
and  Pittsburg  are  similar  in  geographical  location  to  those  of  a  large 
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number  of  competitors  in  western  Pennsylvania.  Because,  however, 
the  Standard  has  a  far  larger  plant  at  Whiting,  Ind.,  and  otheri^  at 
Lima  and  Cleveland,  Ohio,  these  more  easterl}^  refineries  of  that  com- 
pany ship  but  a  comparatively  small  part  of  their  output  toward  the 
west,  so  that  they  are  relatively  less  affected  b}-  the  rate  adjustment  in 
the  Central  Freight  Association  territory  than  are  the  refineries  of  the 
independent  interests.  The  largest  of  the  refineries  of  the  Standard 
Oil  Company  in  this  territory  is  at  Fninklin,  Pa.  Here  the  Standard 
produces  a  large  quantity  of  highly  valuable  lubricating  oils  used  prin- 
cipally by  railroads.  These  are  distributed  all  over  the  United  Stiites 
and  very  large  shipments  are  made  toward  the  west.  This  refinery  and 
that  at  Pittsburg  also  ship  considerable  quantities  of  gasoline  toward 
the  west  for  reasons  already  mentioned  in  Chapter  I  of  this  report 
Furthermore,  they  ship  westward  considerable  quantities  of  illumi- 
nating oil,  but  this  is  largely  of  fancy  grades.  The  shipments  of  more 
valuable  commodities  like  lubricating  oils,  gasoline,  and  the  fancy 
brands  of  illuminating  oil  are  less  affected  by  the  relatively  high  freight 
rates  prevailing  westward  from  this  territory  than  shipments  of  oils  of 
lower  grade  would  be.  Independent  refiners  of  western  Pennsylvania, 
on  the  other  hand,  not  having  plants  farther  to  the  west  from  which 
to  supply  this  territory,  make  relatively  large  shipments  of  all  classes 
of  petroleum  products  into  Central  Freight  Association  territory,  and 
by  Central  Freight  Association  lines  to  points  farther  west,  as  well  as 
to  some  extent  to  points  in  the  South. 

The  Standard  Oil  Company  has  also  two  refineries  of  considerable 
importance  in  Ohio,  at  Cleveland  and  Lima,  both  in  the  same  general 
territory  in  which  several  importiint  competing  refineries  are  situated. 
So  far  as  has  been  ascertained  b}^  the  Bureau,  these  two  refineries  of 
the  Standard  Oil  Company  have  in  general  no  special  advantage  in 
rates  over  the  independent  refineries  of  Ohio.  Their  output  is,  how- 
ever, very  much  smaller  than  that  of  the  great  refinery  at  Whiting; 
and  they  supply,  for  the  most  part,  only  a  limited  area,  including  most 
of  Ohio,  eastern  Michigan,  western  Indiana,  and  a  small  part  of  Ken- 
tucky, with  a  few  outlying  points.  On  the  other  hand,  the  independ- 
ent refineries  of  Ohio,  having  no  other  plants  from  which  to  supply 
their  markets,  would,  if  rates  permitted,  ship  frequently  to  long 
distances  and  into  the  territory  chiefly  supplied  by  the  Standard  Oil 
Company  from  Whiting.  On  such  shipments,  however,  they  are  in 
general  at  a  great  disjidvantage  as  compared  with  the  Standard's 
Whiting  plant,  from  which  highly  favorable  rates  are  made  by  the 
railroads  in  all  directions. 

Some  of  the  most  important  rate  adjustments  on  petroleum  products 
in  Central  Freight  Association  territory  are  also  discussed  in  the 
chapters  on  the  Southern,  Southwestern,  and  Northwestern  States, 
respectively,  for  the  reason  that  they  are  of  special  importance  in 
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relation  to  shipments  passing  from  Ontral  Freit^lit  Association  lines 
into  these  sections  of  the  country.  This  statement  refers  particularly 
to  the  rates  from  eastern  refining  points  to  the  western  gateways  like 
Chicago  and  East  St.  I>ouis,  and  to  the  Ohio  River  gateways  like 
Cincinnati,  Louisville,  and  Evansvillc,  as  compared  with  the  rates 
from  Whiting. 

The  present  chapter  is  chiefly  (concerned  wiih  the  relative  lates  from 
independent  refining  points  like  Toledo,  Cleveland,  and  Pittsburg, 
on  the  one  hand,  and  from  Whiting,  on  the  other  hand,  to  points  in 
Michigan,  Indiana,  and  Illinois,  and  to  Ohio  River  gateways.  The 
Whiting  refinery  is  just  outside  of  the  city  limits  of  Chicago,  and  2 
mile^  east  of  the  Indiana-Illinois  state  line. 

The  discriminations  in  favor  of  Whiting  in  this  territory,  so  far  as 
discovered  by  the  Bureau,  are  mostly  made  in  the  o]}en  published 
rates  of  the  niilroads,  which  are  relatively  lower  from  Whiting  than 
from  competing  refining  points.  A  few  of  the  Whiting  rates,  how- 
ever, are  secret  or  semisecret. 

It  is  not  thought  necessary  to  discuss  in  detail  the  ratt\s  from  Stand- 
ard and  competitive  refineries  to  Ohio  points  nc^ar  at  hand.  The 
distance's  are  so  short  that  railroad  rates  are  a  matter  of  nuich  less 
imjiortance  than  in  most  other  sections  of  the  Central  Freiglit  Asso- 
ciation territory. 

I    COMPABISON    OF    BATES    FROM    WHITING    EAST    AND    FBOM 
COMPETING  BEFINEBIES  WEST  TO  INTEBMEDIATE  POINTS. 

The  genenil  disparity  betw^een  the  rates  from  Whiting  and  the  rates 
from  competitive  refineries  into  Central  Freight  Association  territory 
may  perhaps  be  most  conspicuouslj^Uust rated  by  comparing  the  mtes 
on  particular  railway  lines,  east  from  Wliiting  and  west  from  com- 
peting refining  points,  to  intermediate  towns. 

Section  2.  Lake  Shore  and  Michigan  Southern  Railway. 

The  Lake  Shore  and  Michigan  Southern  Railway  reaclies  }>oth  Whit- 
ing and  Toledo.  The  rates  from  Whiting  to  Toledo  and  intermediate 
points  on  its  lines  have  been  relatively  nuich  lower  tiian  tlic  rat(\s  from 
Toledo  to  Whiting  and  intermediate  |X)ints.  The  tu))]e  on  ]>age  182 
shows  the  rates  and  distances  to  such  })oints  from  Whiting  and  from 
Toledo. 

H.  Doc.  812,  51>-1 14 
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COMPARISON  OF  OIL  RATES  ON  THE  LAKE  SHORE  AND  MICHIGAN  SOUTHERN  RAILWAY 
FROM  WHITING  AND  FROM  TOLEDO  TO  INTERMEDIATE  POINTS,  1901. 


To- 


Whiting  (also  Chicago) . 

Laporte,  Ind 

South  Bend,  Ind 

Elkhart,  Ind 


Air  linf. 

Goshen ,  Ind 

Kendall ville,  Ind 

Waterloo,  Ind 

Bryan,  Ohio 

Wauseon,  Ohio 

Toledo,  Ohio 


out  line. 


Sturgis,  Mich  .... 
Jonesville,  Mich . 
Hillsdale,  Mich.. 
Adrian,  Mich.... 
Toledo,  Ohio 


From  Whiting. 


Distance. 


Milc9. 


42 
69 
84 

95 
126 
130 
164 
186 
218 

115 
156 
161 
194 
227 


Rate  per 
hundred 
pounds. 


CenU. 


4i 

5 
5 

5 

8 

8 

9 
10 
10 


From  Toledo. 


Distance. 


UUe*. 
218 
176 
149 
1»1 

123 
92 
79 
54 
32 


112 
71 


33 


Rate  per  ton  per 
mile. 


Rate  per      u^^— 


Cen'B. 
12 
12 
12 
11 


11 

74 
5i 


101 
8 
8 
61 


Ccfnti. 


2.143 
1.449 
1.190 

L058 
1.269 
1.151 
1.096 
1.075 
.917 

1.391 
1.154 
1.118 
1.081 
.881 


From 
Toleda 


OenU, 
1.101 
1.368 
1.610 
L641 

1.788 
L847 
1.898 
2.777 
8.417 


1.875 
2268 
2.42( 
3.09 


It  will  be  seen  that  the  rate  from  Whiting  to  Toledo  was  lower  by  2 
cents  per  hundred  pounds,  or  one-sixth,  than  the  rate  from  Toledo  to 
Whiting  (or  Chicago).  The  same  or  a  greater  disparity  prevailed  as  to 
intermediate  points.  For  example,  Goshen  and  Elkhart,  Ind. ,  are  towns 
of  considerable  importance,  respectively  30  per  cent  and  60  per  cent 
farther  from  Toledo  than  from  Whiting.  Both  have  taken  a  rate  of  5 
cents  from  Whiting  and  a  rate  of  11  cents  from  Toledo.  The  disparity 
in  the  rates  per  ton  per  mile,  as  shown  in  the  table,  is  conspicuous. 
In  comparing  mtes  per  ton  per  mile  it  should  be  remembered  thatsucb 
rates  are  regularly  higher  for  shorter  than  for  longer  distances.  The 
rates  from  Whiting,  downward,  should  therefore  be  compared  with 
the  rates  from  Toledo  upw'ard.  It  will  be  seen  that  in  every  case  the 
rates  from  Whiting  have  !)een  decidedly  lower  per  ton  per  mile  than 
those  from  Toledo  for  similar  distances. 

These  ditforences  in  rates  may  !)e  better  illustrated  by  the  following 
tiible,  which  is  based  on  selected  points  in  the  preceding  table,  and 
which  simply  shows  the  rates  for  distances  as  nearly  comparable  as 
possible. 
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OOMPARISON  OF  RATES  FOR  SIMILAR  DISTANCES  ON  THE  LAKE  SHORE  AND  MICHIGAN 

SOUTHERN  RAILWAY.  1904. 


From  Whitinn:. 

From  Toledo. 

Distance. 

Rate  per 
hundred 
pounds. 

Distance. 

Rate  per 
hundred 
pounda. 

Miles. 

OmU. 

Miles. 

CerUs. 

42 

41 

83 

6* 

69 

6 

66 

8 

84 

5 

79 

7* 

115 

8 

112 

10* 

139 

8 

184 

11 

164 

9 

149 

12 

186- 

10 

176 

12 

In  every  case  the  rates  from  Whiting  are  from  2  to  3  cents  lower 
than  the  i-ates  from  Toledo  for  shorter  distances. 

The  above  table  is  based  on  the  rates  in  force  from  1900  to  1905, 
inclusive.  Early  in  1906  the  rates  from  Whiting  were  advanced,  and 
they  are  now  more  nearly  on  a  level  with  those  from  Toledo. 

The  former  disparity  is  shown  in  another  way  by  comparing  the  oil 
rates  vith  the  fifth-class  rates,  as  is  done  in  the  following  table: 

COMPARISON  OF  OIL  RATES  AND  FIFTH-CLASS  RATES  FROM  WHITING  AND  FROM 
TOLEDO  TO  INTERMEDIATE  POINTS  ON  THE  LAKE  SHORE  AND  MICHIGAN  SOUTHERN 
RAILWAY,  1901. 

[Rates  in  cents  per  hundred  pounds.] 


To- 


Whiting  (Chicago). 

Laporte,  Ind 

Sooth  Bend,  Ind . . . 
Elkhart.  Ind 


Air  line. 

Gofihen,  Ind 

Kendall ville.  Ind... 

Waterloo,  Ind 

Bryan.  Ohio 

Wauseon,  Ohio 


(Hdline. 


Stargis,  Mich 

Jonesville,  Mich . 
Hillfldale.  Mich . . 

Adrian,  Mich 

Toledo,  Ohio 


From  Whiting. 


Oil 
rate. 


Fifth- 
class 
rate. 


lOi 
104 
12 
13 


Oil 
rate 

below 
fifth 

clafts. 


Fn)m  Toledo. 


rate.       j^^ 


lOi 

24 

Hi 

24 

114 

24 

13 

3 

13 

3 

1 

12  13 

12  !  114 

12  11 

11  104 


4 

24 

24  74 

3  74 

3  54 


104 


11  10 

84  9  . 

*:' 

64' 


10 
8 
74 
(14 


Oil  rate— 


Above 
fifth 
class. 

Below 
fifth 
class. 

1 

4 

1 

4 

1 



4 



1 

1 

4 

4 

Advantage 
of  Whiting 

over 
Toledo  on  a 
comparison 
with  fifth- 
class  rates. 


4 
5 
44 


1* 

3 

2 


3 

24 


a2 


(■Compared  with  rate  Toledo  to  Whiting. 
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It  will  be  seen  that  in  every  case  the  oil  rates  from  Whiting  are  from 
2i  cents  to  4  cents  per  hundred  pounds  less  than  the  fifth-class  rates, 
while  the  oil  rates  from  Toledo  are  in  some  eases  higher  than  the  fifth- 
class  rates,  and  in  no  cjise  more  than  1  cent  lower.  The  advantage  of 
Whiting  over  Toledo,  as  measured  by  comparison  of  class  rates,  varies 
from  li  cents  to  5  cents  per  hundred  pounds. 

Section  3.  Pennsylvania  Lines. 

Similar  though  somewhat  less  marked  disparities  appear  when  the 
rates  of  the  Pennsylvania  Lines  from  Whiting  east  and  from  Pitts- 
burg west  to  intermediate  points  are  compared.  The  Pennsylvania 
lines  do  not  name  commodity  rates  on  oil  from  Whiting  farther  east 
than  Bucyrus,  Ohio.  The  Standard  Oil  Company  has  little  oc^casion  to 
ship  from  Whiting  to  points  farther  east,  since  it  naturally  supplies 
them  from  its  Lima  and  Cleveland  refineries. 

The  following  t4ible  shows  the  rates  from  Whiting  and  from  Pitts- 
burg to  the  leading  intermediate  points,  with  the  distances  and  rates 
per  ton  per  mile: 

COMPARISON  OF  OIL  RATES  OX  PENNSYLVANIA  LINES  FROM  WHITING  AND   FROM 
PITTSBURG  TO  INTERMEDIATE  POINTS. 


From  Whiting. 


To— 


From  Pittsburg. 


Rate  per  ton  per 
mile. 


I  Rate  per  i  Rate  per 

'Distance,   hundred  (Distance,  hundred 


From 


From 


Whiting 

Valparaiso,  Ind 

Plymouth,  Ind 

Warsaw,  Ind 

Fort  Wayne.  Ind 

Van  Wert.  Ohio 

Lima,  Ohio 

Upl>er  Sandusky.  Ohio. 

Bucyrus,  Ohio 

Crestline,  Ohio 

Mansfield.  Ohio 

Woostcr,  Ohio 

Orrvillo,  Ohio 

Alliance.  Ohio 

Salem,  Ohio 

rittsbun;.  Pa 


i  pounds. 


Miles.         Cents. 


I  pounds. 


r,7 

92 

i:n 
103 

ii'i 

■m\ 

27('» 
816 

;v>7  I 


4 

4i[ 

5  I 

}< 

9 
10 
10 
10 


MUes. 
451 
421 
:J84 
3.T9 
320 
288 

2no 

217 
201 
18X 
175 

l.^'> 

124 
83 
70 


CaUs. 


Whiting.  Pittsburg. 

I 


Cents. 


m 

19^ 

iKl' 

18 

Hi 

14i| 

124; 

12i 

^^■ 

10 ;. 

9i. 

9  . 


2.963 
1.343 
1.087 
1.221 
1.104 
1.017 
.855 
.800 


m,. 


.1. 


CcnU. 

o.m 

.910 

.913 
1.002 

.906 
1.007 

.961 
L152 
1.24S 
1.170 
1.142 
1.407 
1.451 
1.W7 
2.142 


The  clearest  idea  of  tlie  relations  between  these  rates  may  l)e  obtained 
by  reading  the  rates  from  Whiting  downward  and  those  from  Pitts- 
burg upward.  It  will  be  s(H^n  that  for  corresponding  distances  the 
mtes  })er  ton  }H'r  mile  from  Whiting  are  in  every  case  lower  than  the 
rates  from  Pittsburg,  and  in  some  cases  considerably  lower. 
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The  diffei-ences  may  be  more  clearly  seen  by  the  following  Uble, 
which  i«  ba.sed  on  selected  points  in  the  preceding  table,  and  compares 
the  rates  for  distances  as  nearly  similar  as  possible: 

COMPARISON  OF  RATES  FOR  SIMILAR  DISTANCES. 


From  W 

hiting. 

From  Pittsburg. 

Distance. 

Rate  per 
hundred 
pounds. 

Distance. 

Rate  per 
hundred 
pounds. 

Miles. 

CenOi. 

Miles. 

Chits. 

67 

^ 

70 

n 

92 

5 

i'Z 

74 

131 

8 

124 

9 

163 

9 

175 

10 

191 

10 

188 

11 

234 

10 

217 

V2h 

250 

10 

260 

121 

In  every  case  the  rates  from  Whiting  are  from  1  to  8  cents  lower 
than  the  rates  from  Pittsburg  to  distances  approximately  the  same. 

The  same  disparities  are  brought  out  in  another  way,  by  comparison 
of  the  oil  rates  with  fifth-class  rates: 


COMPARISON    OF    OIL   RATES    AND    FIFTH-CLASS    RATES    FROM    WHITINC;    AND    FROM 
PITTSBURG  TO  INTERMEDIATE  POINTS  ON  THE  PENNSYLVANIA  LINES. 

[Rates  in  cents  per  hundred  pounds.] 


To— 


Whiting 

Valparaiso,  Ind 

Plymouth,  Ind 

Wantaw,  Ind 

Fort  Wayne,  Ind 

Van  Wert,  Ohio 

Uma,  Ohio 

Upper  Sandiuky,  Ohio. 

Bucynu,  Ohio , 

Creiitline.  Ohio 

Mansfleld,  Ohio 

Woo«9ter,  Ohio , 

Orrville,Ohio 

Alliance,  Ohio 

Salem,  Ohio 

Pittfllmrg,  Pa 


From  Whiting. 


Oil 
rate. 


4 
4i 

5 

8 

9 
10 
10 
10 


Fifth- 
clasH 
rate. 


Oil 

rate 

below 

fifth 

class. 


lOi 
12 
13 
13 
14 


191 


18 


-u 


From  Pittsburg. 


I      Oil  rate- 


Oil 
rale. 


191 

19i; 

18i 

18 

14i 

Hi 

m 

12i 
12i: 

10  I 
9i' 

9  I 


Fifth- 
class 
rate. 


18 

I7i 

17 

16  I 

15 

lU 

14   : 

13 

12 

lU 

Hi 

9  I 


Above 
fifth 
cla.ss. 


Advantage 
ofWhiUng 
over  IMtts- 
burg  on  a 

Below  oomnarlson 
rtfth      with  fifth 

cla«8.         class. 


8i  . 

7i  . 


5i 
C 
6 
2 
3 
1* 
24 
4i 


It  will  be  seen  that  oil  rates  from  Whiting  cast  on  the  lino  of  the 
Pennsylvania  system  are  from  2^  cents  to  4i  cents  less  than  the  lifth- 
cla88  rates.     On  the  other  hand,  in  a  number  of  cases  the  oil  rates  from 
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Pittsburg  west  are  from  one-lialf  cent  to  2  cents  higher  than  the  fifth- 
class  mtes,  and  in  no  case  are  they  more  than  1^  cents  below  the  fifth  class 
rates.  The  advantage  of  Whiting  over  Pittsburg  in  oil  rates  as  com- 
pared with  fifth-class  rates  ranges  from  H  cents  to  6  cents  per  100 
pounds.  These  differences  are  conspicuously  shown  on  the  accom- 
panying diagram. 

The  two  lines  in  the  diagram  beginning  at  the  lower  left-hand  comer 
show,  respectivel}'^,  the  oil  rate  and  the  fifth-class  rate  from  Whiting 
east,  the  distances  from  Whiting  being  shown  at  the  bottom  of  the 
diagram.  The  oil  rate  is  uniformly  below  the  fifth-class  rate.  The 
lines  beginning  at  the  lower  right-hand  corner  show  the  rates  from 
Pittsburg,  the  distances  west  from  Pittsburg  appearing  at  the  top  of 
the  diagram.  The  line  of  the  oil  rate  is  close  to  that  of  the  fifth-class 
rate  until  a  distance  a  little  more  than  300  miles  from  Pittsburg  is 
reached.  It  should  be  noted  that  in  Central  Ohio  Pittsburg  would  be 
in  any  case  at  a  disjid vantage  as  against  the  Lima,  Toledo,  and  Cleve- 
land refineries  of  the  Standard  and  the  independents.  When,  how- 
ever, Chicago  is  approached  the  oil  rates  from  Pittsburg  rise  to  li  or 
2  cents  above  the  class  rates. 

Section  4.  Injustice  of  rate  adjustment. 

There  can  be  no  justification  of  the  differences  shown  in  tjie  preced- 
ing sections  between  rates  from  Whiting  and  rates  from  points  where 
competing  refineries  are  established.  It  is  not  contended  that  rates 
should  be  in  exact  proportion  to  distance  or  that  oil  rates  should  in 
every  case  be  the  same  as  or  exactly  parallel  to  class  rates;  but  the 
general  principle  on  which  special  commodity  rates  are  made — that  of 
putting  competing  producers  on  an  equality — would  certainly  not 
justify  the  practice  of  systematically  exacting  a  higher  charge,  rela- 
tively, from  eastern  retineiies  than  from  western  refineries  on  ship- 
ments to  intermediate  points. 

It  may  be  urged  that  the  Whiting  refinery  is  at  some  disadvantage 
with  respect  to  this  territory,  l>ecause  it  has  to  pipe  its  crude  westward 
and  tlion  ship  the  refined  product  back  toward  the  east.  As  a  matter 
of  fact,  however,  the  difference  between  the  cost  of  piping  crude  oil 
from  the  Indiana  field  to  Whiting  and  the  cost  of  piping  it  from  the 
Lima  field  to  Toledo,  or  even  the  cost  of  obtaining  crude  oil  at  Pitts- 
burg^, is  less  than  tiie  disparity  in  the  freight  rates. 

By  n^ason  of  the  lower  cost  of  pipe-line  transportation  as  oompared 
with  mil,  Whiting  has  a  natural  advantage  over  eastern  points  in  sup- 
plying the  entire  West,  and  hence  eastern  refiners  ought  not  to  be 
rob!)ed  of  the  advantage  which  their  location  would  natumlly  give 
them  in  neighboring  territory.  It  would  be  the  rational  policy  of  the 
railroads  serving  these  eastern  refineries  to  build  them  up  and  so  to 
increase  the  traffic  they  can  furnish.  This  rational  policy  would  in 
particular  seem  to  demand  that  the  railroads  should  give  relatively 
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low  rates  from  points  like  Toledo  and  Cleveland  to  Chicago,  and  so 
jjeeure  long  hauls  on  oil  for  that  great  market,  instead  of  helping  the 
Standard  Oil  Company  to  supply  it  exclusively  from  nearby  Whiting. 
The  policy  of  the  Pennsylvania  lines,  as  illustrated  by  the  diagi'am,  is 
strikingly  inconsistent  with  the  general  practice  of  railroads  in  making 
commodity  rates.  Precisely  as  the  railroad  dniws  near  to  the  great 
refinery  at  Whiting,  it  raises  its  oil  rates  from  Pittsburg  above  fifth- 
class  rates,  although  to  nearer  points  the  oil  i-ates  are  the  same  as,  or 
lower  than,  the  class  rates.  This  relative  increase  of  the  oil  i-ate  tends 
to  increase  the  disadvantage  of  the  eastern  refineries  in  competition 
with  the  Whiting  plant  in  respect  to  the  Chicago  market  and  to  the 
markets  of  the  great  western  territory  beyond.  This  adjustment 
tends  to  destroy  the  Pennsylvania's  oil  traffic.  It  drives  business  to  a 
plant  at  the  very  end  of  its  lines  instead  of  cultivating  that  of  plants 
which  would  furnish  the  railroad  long  hauls.  The  proper  application 
of  the  principle  of  commodity  rates,  which  is  to  lessen  the  natural 
inequalities  of  competition,  would  reduce  the  oil  rate  from  Pittsburg 
to  Chicago  materially  below  the  fifth-class  mtes.  This  unreasonable 
adjustment  of  the  westward  rates  on  oil,  which  prevails  also  with 
respect  to  East  St.  Louis  and  other  western  gateways,  is  also  dis- 
cussed in  the  chapter  on  the  Western  States  (see  p.  227). 

n.    COMPASISON    OF    BATES    FROM  WHITINa  AND   FROM    COM- 
PETINa  BEFININa  POINTS  TO  OHIO  BIVEB  CBOSSINaS. 

The  large  cities  along  the  Ohio  River  are  exceedingly  important  in 
respect  to  the  oil  traffic,  not  only  because  they  are  themselves  very 
large  markets,  but  because  they  are,  according  to  the  practice  which 
excludes  through  rates  across  the  river  in  most  instances,  the  gateways 
to  the  South.  The  total  rates  from  the  leading  refining  points  to 
southern  territory  by  way  of  Ohio  River  crossings  are  more  fully  dis- 
cussed in  Chapter  VI. 

flection  5.  Comparison  of  rates  and  distances. 

The  great  refinery  of  the  Standard  Oil  Company  at  Whiting  is  some- 
what better  placed  with  regard  to  the  leading  Ohio  River  cities  than 
are  the  refineries  of  its  competitors.  Whiting  is  almost  equidistant 
from  Cincinnati,  Louisville,  and  Evansville,  whereas  Louisville  is  con- 
siderably farther  from  Toledo,  Cleveland,  and  Pittsburg  than  Cincin- 
nati is,  and  Evansville  still  farther  than  Louisville.  This  natural 
advantage  which  Whiting  enjoys  is  enhanced  by  unreasonable  rate 
adjustments. 

The  following  table  compares  the  rates  from  Whiting  with  the 
rates  from  the  leading  independent  refining  points  —Toledo,  Cleveland, 
Pittsburg,  and  Oil  City  (the  last  generally  taking  the  same  rates  as  all 
the  other  western  Pennsylvania  refineries) — to  Cincinnati,  Louisville, 
and  Evansville.    The  rates  from  Rochester,  where  the  Standard  Oil 
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Company  ha8  a  great  lubricating  plant,  are  also  shown.  The  lubri- 
cating oil  produced  at  Rwhester  is  largely  of  high  grade,  and  is  dis- 
tributed widely  over  the  United  States.  The  rates  shown  in  the  table 
are  still  in  effect,  except  that  from  Whiting  to  Evansville,  which  since 
December  1,  1005,  has  been  11  cents.  Cairo  rates  are  not  shown,  as 
this  gateway  would  not  natumlly  be  much  used  b}'^  eastern  refiners, 
while  it  is  not  of  itself  an  important  market. 

COMPARISON  OF  RATES  FROM  WHITING  AND  ROCHESTER  AND   FROM   PRINCIPAL 
COMPETING  POINTS  TO  OHIO  RIVER  CROSSINGS. 

[RatcR  in  cents  per  hundred  pounds  or  per  ton  per  mile.] 

To  Cincinnati. 


From- 


Whiting... 

T<»lo<lo 

Cleveland. 
I'itUsburg  . 
Oil  City... 
R«H'lieRter. 


DlRtanoc. 

Rate. 

Exce?«over 

Whiting 

rate. 

Rate  per 

t«n  per 

mile. 

Miles. 

a  296 
211 

U 
10 

0.75 

-1 

.96 

244 

101 

-  4 

.86 

313 

14 

3 

.89 

385 

14 

3 

.78 

495 

16 

5 

.^ 

2b  IxfuisviUe. 


Whiting... 

Tole<io 

Cleveland. 
Pittsburg. . 
Oil  City  ... 
Rocliester . 


a  294 
325 
358 
427 
499 
009 


bll  .... 

o.ri 

14* 

3i 

.89 

15 

4 

.W 

19 

8  ■ 

.as 

19 

8| 

.76 

21 

10 : 

.(9 

To  Krangi 

iUc. 

Whiting                                                 .                 .          .. 

382  . 
451  1 
542  ■ 

592 ; 

702' 

<T8i 

15 
174 
224 
22i 
244 

0.57 

Toledo 

61 

9.i! 

Hi 
16J 

.79 

Clevcliind 

.78 

Pittsburg 

.83 

Oil  City 

.% 

KiK'heKtcr 

.70 

_- 

"Whiting  di.stunoeM  <-onii>(it«'<1  from  Chicngo. 

/'To  north  side  of  river,  on  shinnunts  to  Louisville  pn>per  a  bridge  toll  of  one-hnlf  cent  i>er hun- 
dred |M)unds  i.M  iulde<l.  but  on  through  sliipnients  tlir  Huithern  lines  abaorb  this  eharge.  Nobrioi?* 
toll  is  added  on  shipments  from  the  other  jioints  to  lx)Uisville  prof>er. 

<*Rate  in  effeet  to  Dee^mber  1.  1*HV>;  now  11  cent.^. 

Those  coiniMinitive  nito.s  and  dist^inces  are  also  sliowii  on  the  three 
accompanying^  maps. 

The  pu})lished  nitt^  from  Whiting  to  all  Ohio  River  crossing  h»5 
lonjif  been  11  cents  j)or  lOD  pounds,  but,  as  is  stated  more  fully  in  Chap- 
tor  VI,  th(»  Standard  Oil  Company  has  until  recentl}'^  enjoyed  a  secret 
rat(^.  of  8i  cents  from  Whitin<^^  to  Evansville,  both  on  oil  for  local  use 
and  on  oil  destined  south  of  the  river;  indeed,  on  oil  destined  to  cer- 
tain points  in  the  South,  the  rate  from  Whiting  to  Evansville  was  for 
years  only  (>  cents. 

Toledo  and  Cleveland,  which  arc  considerably  nearer  to  Cincinnati 
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lan  WHiiting  is,  pay  only  one-half  cent  and  1  cent  les8  than  the  rate 
mn  Whiting,  while  Pittsburg,  which  is  only  18  miles  farther  from 
incinnati  than  Whiting  is,  pays  a  mte  3  cents  higher.  This  latter 
te,  however,  applies  also  from  other  Pennsylvania  refineries,  some 

which  are  decidedly  more  distant. 

The  Standard  refinery  at  Lima,  which  is  considerably  nearer,  even, 
an  Toledo,  pays  the  same  rates  as  Toledo  to  Ohio  Kiver  crossings; 
it  the  Standard  Oil  Company  does  not  ship  largely  to  any  of  these 
►ints  from  Lima,  but  chiefly  from  Whiting.  Findlay,  however,  is  an 
iportant  independent  refining  point,  which  also,  though  nearer  thail 
)ledo,  takes  the  same  rates  to  the  Ohio  River. 

The  rat«s  to  Louisville  are  more  disproportionate  than  those  to  Cin- 
inati.     The  difference  between  Whiting  and  Toledo  in  the  distance 

Ijouisville,  31  miles,  is  not  sufficient  to  justify  any  difference  in 
tes  on  so  long  a  haul;  yet  Toledo  pays  3^  cents  per  100  pounds  more 
an  Whiting.  For  a  difference  of  11  per  cent  in  distance  there  is 
iifference  of  32  per  cent  in  the  rate.  The  rates  from  the  otherinde- 
ndent  refining  points  are  almost  equally  disproportionate. 
The  secret  low  rate  of  8i  cents  from  Whiting  to  Evansville  has  given 
e  Standard  Oil  Company  an  especial  'advantage  over  its  competitors 
shipments  to  and  through  that  city.  The  distance  from  Toledo  to 
ransville,  for  example,  is  only  33  per  cent  greater  than  the  distance 
3m  Whiting  to  Evansville,  but  the  rate  is  more  than  80  per  cent 
eater.  Cleveland  is  only  about  li  times  farther  away  than  Whiting, 
t  the  Cleveland  rate  is  more  than  double  the  Whiting  rate. 
The  differences  in  rates  to  Ohio  River  crossings  may  be  more  clearly 
asped  by  comparing  the  rates  per  ton  per  mile,  as  shown  in  the 
ove  tiible.  In  making  this  comparison  it  should  be  remembered 
at  rate^  per  ton  per  mile  are  normally  somewhat  higher  on  shorter 
an  on  longer  distances.  The  opposite  is  true  in  most  of  the  oil  i-ates 
der  discussion.  The  oil  rates  from  Toledo,  Cleveland,  and  Pitts- 
irg  to  Cincinnati  and  Louisville  are  from  about  12  per  cent  to  about 

per  cent  higher  per  ton  per  mile  than  the  rates  from  Whiting, 
le  rates  from  Oil  City  are  approximately  the  same  per  mile  as  those 
>m  Whiting,  but  Oil  City  is  so  much  farther  distant  that  it  would 

expected  to  take  a  lower  rate  per  mile.  The  rates  from  Toledo, 
eveland,  and  Pittsburg  to  Evansville  are  from  about  35  per  cent  to 
arly  50  per  cent  higher  per  ton  per  mile  than  the  rates  from  Whit- 
?,  and  in  this  case  even  Oil  City  takes  rates  one-third  higher. 
That  these  disparities  are  not  based  upon  any  general  principles  of 
te-making  is  seen  when  comparison  is  made  also  with  the  rates  from 
^Chester,  another  Standard  Oil  Company  shipping  point.  The  Roch- 
ter  rates  to  this  territory  are  only  2  cents  above  those  from  Pitts- 
irg  and  Oil  City,  although  the  distance  is  much  greater,  and  the 
ites  per  ton  per  mile  are  in  general  very  much  lower  than  those  from 
^Q  competing  refining  points. 
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Section  6.  Comparison  with  fifth-class  rates. 

The  un reasonable iiess  of  the  rate  adjustments  on  shipments  from 
Whiting  and  from  competing  refining  poifits  to  Ohio  River  cities  is 
further  shown  by  comparison  with  fifth-class  rates.  Class  rates  show 
the  normal  relations  which  railroads  consider  proper  as  between 
competing  points  of  origin  where  no  peculiar  grounds  for  other 
adjustments  exist.  As  has  been  repeatedly  stated,  it  is  not  here 
contended  that  oil  rates  should  in  every  case  be  strictly  parallel  with 
fifth-class  rates.  But  in  the  present  case  the  general  principles  of 
commodity  rate-making  would  seem  to  demand  that  if  there  should  be 
any  departure  from  the  general  parallelism  with  fifth-class  rates  it 
should  be  in  the  opposite  direction  from  that  in  which  the  actual 
departure  has  been  made.  In  the  following  table  the  comparison  of 
oil  and  fifth-class  rates  is  presented: 

COMPARISON  OF  OIL  RATES  AND  FIFTH-CLASS  RATES  FROM  WHITING  AND  FROM  TOLEDO, 
CLEVELAND,  PITTSBURG,  OIL  CITY,  AND  MARIETTA  TO  OHIO  RIVER  CROSSINGS. 

[Raten  in  ceiitt)  per  hundred  ptounds.] 

To  Cificinnati. 


Whiting  .. 

Toledo 

Cleveland . 
Pittsburg. 
Oil  City.... 
Marietta  . . 


Ffom— 


Fifth- 
olaf» 
rate. 

Oarate- 

AdTu- 

tageof 

wSitii* 

on  a 

oon- 

pariflon 

with 

fifth 

cbMs. 

Oil  i-ate. 

AboTe 
fifth 
cla«. 

Below 
fifth 
class. 

11 

12* 
13 
15 
]5i 
12 

4 

10 

2i 
Si 

1 
li 

li 

lOi 

u 

14 

8 

14 

2i 

9 

8              1 

Tu  Loum^iUe. 


WhiUug . . . 

Toledo 

Clovcland  . 
PittHburg.. 
Oil  City.... 
MariotUi... 


Wiating . . 

Tolwlo 

CU'velund  . 
PittMbnn? . . 
Oil  City.... 
Marietta... 


«»11 

16 
16 
16 
18 
18 
16 

5 
1* 

14i 



tk 

15 

6 

19 

1 
1 

6 

19 

6 

Vll 

8» 

U 



To  EvansviUc. 


ir> 

17i 

2*21 
Hi 


15 
18 
18 
•204 

aoi 

18 


a  Hate  to  north  rfde  of  river:  to  l»uiKville  for  local  iwe  the  rate  is  114  cents. 
Miate  in  effect  to  December  1,  ly05;  now  11  centa. 


81 

81 
81 
81 
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It  will  be  seen  that  the  oil  rates  from  Whiting  to  Ohio  River  cross- 
ig»  are  from  4  cents  to  64  cents  less  than  the  fifth-class  rates  to  the 
ime  points.  On  the  other  hand,  the  oil  rates  from  competing  reflning 
oints  are  much  more  nearly  equal  to  the  fifth-class  rates,  and  in  some 
ases  are  actually  higher.  The  fifth-class  rates  from  Whiting,  Cleve- 
fcnd,  and  Toledo  to  Louisville  are  the  same — 16  cents — as  might  be 
xpected  from  the  approximate  equality  of  distance;  but  on  oil  the 
ate  is  only  11  cents  from  Whiting,  while  it  is  14^  cents  from  Toledo 
.nd  15  cents  from  Cleveland.  The  disparity  is  particularly  marked 
D  the  case  of  Pittsburg  and  Oil  City.  These  points  and  Whiting 
ake  the  same  rate  on  fifth-class  commodities  to  Cincinnati,  but  they 
lave  to  pay  3  cents  more  on  oil.  On  shipments  to  Louisville,  Pitts- 
wirg  and  Oil  City  pay  only  2  cents  per  hundred  pounds  more  on 
ifth-class  commodities  than  Whiting,  but  on  oil  they  pay  8  cents  more. 

The  gist  of  these  comparisons  is  shown  in  the  last  column  of  the 
able,  which  indicates  the  advantage  which  Whiting  enjoys  over 
iom{>eting  refining  points  as  measured  by  comparison  with  fifth-class 
"fttes.  This  column  is  computed  by  adding  to  the  amount  by  which 
he  Whiting  oil  rates  falls  below  the  fifth-class  rate  the  amount  by 
fhich  the  oil  rate  from  an  independent  shipping  point  exceeds  the 
jorresponding  fifth-class  rate;  or,  in  cases  where  both  oil  rates  fall 
lelow  the  fifth-class  rates,  by  su  btracting  these  differences.  The  advan- 
age  of  Whiting  on  oil  rates  as  mcjisured  by  comparison  with  fifth- 
jlass*  rates  ranges  from  1  cent  to  as  much  as  8|  cents  per  hundred 
rounds. 

leetion  7.  Injustioe  of  rate  adjustment. 

It  requires  little  argument  to  show  that  the  i-ate  adjustment  on  oil 
from  northern  refineries  to  Ohio  River  crossings  is  unreasonable  and 
jontrary  to  the  general  principles  of  mte  making.  Were  there  no 
rpecial  consideration  to  be  taken  into  account  one  would  expect  the 
)il  rates  to  be  parallel  to  the  fifth-class  rates,  in  which  case  they  would 
>e  much  more  favorable  to  independent  refining  points  like  Toledo, 
Cleveland,  and  Pittsburg  than  they  actually  are.  If,  however,  resort 
Je  had  to  the  principle  of  putting  competing  producers  more  nearly  on 
m  equality,  the  commodity  rates  on  oil  to  Ohio  River  crossings  from 
Toledo,  Cleveland,  and  Pittsburg,  as  compared  with  Whiting,  would 
JB  even  more  favorable  than  the  class  rates.  For  example,  on  this 
niiiciple  of  rate-making  one  would  expect  not  only  to  find  Toledo  and 
]9eveland  given  rates  to  Louisville  precisely  the  same  as  irom  Whit- 
ng,  which  is  substantially  true  of  class  rates;  but  also  that  they  should 
le  given  rates  on  oil  to  Evansville  not  very  much  higher  than  the  rate 
From  Whiting  to  Evansville  despite  their  greater  distance.  One 
would  also  expect  Pittsburg  to  be  given  a  rate  on  oil  to  Louisville 
practically  the  same  as  the  rate  from  Whiting  to  Louisville,  despite 
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the  difference  in  distance.  When  the  Standard  Oil  Company,  ship- 
ping from  Whiting,  ii  shorter  distance,  to  Evansville  and  Louisville, 
is  given  rates  lower  per  mile  than  the  rates  from  the  more  distant 
refining  points  of  its  competitors,  the  practice  is  directly  contrary  to 
the  genenil  principle  of  commodity  rates. 

Nor  can  it  be  contended  that  these  disparities  in  oil  rates  are  difficult 
of  control,  on  the  ground  that  the  rates  from  Whiting  and  from  other 
refining  points  are  made  by  different  lines.     This  is  true  with  respect 
to  Evansville;  but  it  is  not  true  with  respect  to  Cincinnati  and  Louis- 
ville, both   of    which  are  reached   by    important  railways,  like  the 
Pennsylvania  and  the  Big  Four,  from  Whiting  on  the  one  hand  and 
from  Toledo,  Cleveland,  and  Pitts])urg  on  the  other  hand.     Even  the 
Cincinnati,  Hamilton   and  Dayton   participates  with  the«Monon  in 
making  rates  from  Whiting  relatively  much  lower  than  from  refineries 
on  its  own  tracks  at  Toledo  and  Lima,  thereby  depleting  its  own  reve- 
nues.    The  result  is  that  Cincinnati  is  chiefly  supplied  with  oil  from 
Whiting,  and  the  same  is  true  largely  of  Dayton,  Hamilton,  and  other 
points  in  south w^estern  Ohio  to  which  the  same  rate  of  11  cente  from 
Whiting  applies.     So  far  as  Evansville  is  concerned,  the  more  easterly 
roads,  by  keeping  the  rates  from  competing  refineries  so  high,  reduce 
their  revenues  on  oil  to  that  point  to  a  minimum.     They  drive  busi- 
ness from  their" own  lines  to  others. 

So  far  from  any  attempt  having  been  made  to  correct  the  rate 
adjustment  on  oil  to  Ohio  Kiver  crossings,  the  present  rates  from  tl»e 
more  casterh'  refineries  are  more  unfavorable  than  those  which  pre- 
vailed up  to  11K)0.  The  published  i*ates  from  Whiting  to  the  leading 
Ohio  Kiver  crossings  were  reduced  1  cent  in  1896  and  have  since 
remain(»d  unchanged,  whereas  in  1900  the  rates  from  Toledo,  Cleveland, 
Pittsburg,  luid  Oil  City  to  all  three  of  the  leading  Ohio  River  crossings 
w^erc  advanced  '2  cents  per  hundred  pounds.  Going  back  still  further 
it  is  found  that  in  1891,  only  a  year  after  the  Whiting  refinery  was  first 
opened,  the  rate  from  Toledo,  the  nearest  competing  point,  to  Evansville 
was  advanced  from  V2  cents  to  18  cents  p(»r  hundred  pounds,  although 
there  was  no  chan^j^c*  in  the  rates  from  an}^  of  the  other  com|)eting  refin- 
ing points  to  Ohio  Kiver  crossings.  These  changes  are  shown  in  detail 
in  section  17,  along  with  clianges  in  rates  to  other  |K)inti«. 

USK    OF    C'lNClNNATI    KATK     TO    OTIIKU   OlIIO    l*OINTS   ON    SHIPMENTS 

FuoM  WiHTiNc;.— The  exaniinaticm  of  the  records  of  the  Chii^ago, 
Indianapolis  and  Louisville  (Monon  route)  shows  that  a  large  number 
of  cars  had  been  shipped  from  Whiting  to  Dayton,  Ohio,  on  an  11-cent 
rate.  The  oil  is  taken  by  the  ('incinnati,  Hamilton  and  Dayton  from 
Indianapolis  to  llaniilton,  Ohio,  near  Cincinnati,  and  thence  north  to 
Dayton.  Prior  to  19(m;  the  Monon  :ind  other  railroads  leading  out 
froju  Whiting  had  no  regular  commodity  rate  on  oil  applying  specific- 
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to  Dayton.  The  authority  given  for  the  application  of  the  11- 
t  rate  to  Dayton  was  the  tariff  naming  the  same  rate  from  Whiting 
Cincinnati  and  other  Ohio  River  crossings,  the  railroad  company 
iting  Dayton  as  being  intermediate  to  Cincinnati.  As  just  stated, 
vever,  Dayton  is  not  intermediate  to  Cincinnati  by  way  of  the 
►non  and  the  Cincinnati,  Hamilton  and  Dayton,  but  the  oil  had 
move  first  to  Hamilton  and  thence  north  to  Dayton,  the  total  haul 
ng  considerably  greater  than  that  from  Whiting  to  Cincinnati, 
r  is  there  any  other  railroad  on  wliich  Dayton  can  properly  be 
ated  as  intermediate  between  Whiting  and  Cincinnati.  It  does  not 
3ear,  therefore,  that  there  was  any  adequate  authority  for  applying 
\  11-cent  rate  on  shipments  to  Dayton.  In  1906  a  special  i*ate  of 
cents  on  oil  was  put  in  from  Whiting  to  Dayton,  but  prior  to  that 
le  the  oil  should  have  taken  the  class  rate,  which  would  be  consider- 
ly  higher. 

Moreover,  the  Pennsylvania  line  has  also  hauled  considerable  quan- 
ies  of  oil  from  Whiting  to  Xenia,  Ohio,  on  an  11-cent  rate,  for  which 
o  the  only  authority  was  the  tariff  naming  the  1  l-cent  rate  from 
biting  to  Cincinnati.  Xenia  is  very  far  from  being  intermediate 
bween  Whiting  and  Cincinnati  on  the  line  of  the  Pennsylvania  or 
y  other  railroad.  It  lies  to  the  northeast  of  Cincinnati,  about  half- 
ly  to  Columbus.  If  Dayton  and  Xenia  could  be  treated  as  inter- 
3diate  between  Whiting  and  Cincinnati,  there  is  no  reason  why 
>lumbus  or  a  score  of  other  points  in  centi*al  or  even  northern  Ohio 
oald  not  also  be  treated  as  intermediate. 
The  rate  from  Waiting  to  Dayton  is  not  especially  discriminatory 

comparison  with  the  rates  from  competing  refining  points.  Thus 
ie  rate  from  Toledo  to  Dayton,  152  miles,  is  8  cents,  as  compared 
ith  11  cents  from  Whiting,  a  distance  of  264  miles.  The  situation  is 
mentioned  merely  as  showing  the  laxity  in  the  interpretation  of  the 
ttiffs  and  the  danger  of  abuse  of  the  practice  of  treating  rates  as 
pplicable  to  points  on  the  theory  that  they  are  intermediate  when 
bey  are  not  actually  intermediate.  It  should  be  added  that  the  tnriff 
uaing  the  11-cent  rate  from  Whiting  to  Ohio  River  crossings  does 
Steven  specifically  state  that  the  rates  apply  to  intermediate  points. 

XL  BATES  FROM  WHITINa  AND  FROM  COMPETING  BEFINEBIES 
TO  LOWER  MICHIGAN. 

•etion  8.  ComparlBon  of  rates  and  distances. 

The  rates  from  the  Standard  Oil  Company's  refinery  at  \Vhiting,  Ind., 
> points  in  the  southern  peninsula  of  Michigan  were  until  1906  rela- 
vely  much  lower  than  the  rates  from  competing  refining  points  like 
Weland,  Toledo,  and  Pittsburg.  To  he  sure  the  Standard  has 
lipped  large  quantities  of  oil  from  Lima,  Ohio,  into  Michigjin,  at 
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rates  usually  the  same  as  those  from  Toledo.  Nevertheless,  as  is  more 
fully  shown  below,  the  discrimination  in  favor  of  Whiting  has  been  an 
important  advantage  to  the  Standard  Oil  Company. 

The  following  table  compares  the  rates  on  petroleum  and  its  prod- 
ucts, in  carloads,  from  Whiting  to  leading  points  in  Michigan,  with 
the  corresponding  rates  from  Cleveland,  Toledo,  and  Pittsburg.  It 
shows  the  distances  and  the  rates  per  ton  per  mile: 


COMPARISON  OF  OIL   RATES  FROM  WHITING,  TOLEDO,   CLEVELAND,   AND   PITTSBURQ 
TO  POINTS  IN  MICHIGAN,  1905. 

Hates  in  cents  per  hundred  pounds. 


To- 


BatUe  Creek.. 

Detroit 

Grand  Rapids. 
Moflkegon  ... 
aa^inaw 


From  Whiting. 

From  Toledo. 

From  Cleveland. 

From  Pitt 

Miles,  b 

Bate. 

Miles. 

Rate. 

Mile*. 

Rate. 

Miles. 

163 

81 

113 

m 

226 

13* 

361 

272 

10 

60 

64 

173 

9 

306 

178 

9 

166 

12 

279 

H* 

414 

187 

9 

206 

12 

319 

14* 

454 

292 

10 

135 

12 

248 

14* 

383 

Kate. 

m 
m 
m 


Rates  in  cents  per  ton  per  mUe, 


To— 


Battle  Creek.. 

Detroit 

Grand  Rapids. 

Muskegon 

Saginaw 


From 
Whiting. 


1.04 
.74 
1.01 


From 
Toledo. 


1.86 
2.17 
1.45 
1.17 
1.78 


From  From 

Cleveland.   Pittsbfoig. 


1.19 
1.04 
1.04 
.91 
1.17 


L08 
.SI 


a  Same  rates  apply  from  Oil  City  and  other  western  Pennsylvania  refining  points, 
ft  Computed  from  Chicago. 

The  disparities  in  these  rates  are  shown  at  a  glance.  To  take  a  sin- 
gle instance:  Cleveland  is  nearer  Saginaw  than  Whiting  is,  yet  it  has 
paid  a  rate  45  per  cent  higher. 

In  every  case  covered  by  this  table  the  rates  from  Whiting  wer^ 
much  lower  in  proportion  to  distance,  as  shown  by  the  figures  per  to«* 
per  mile,  than  the  rates  from  Toledo;  in  every  case,  except  Muskegwfc^ 
the  rates  from  Whiting  were  lower  per  ton  per  mile  than  the  rates  froi** 
Cleveland.     In  two  cases,  Saginaw  and  Detroit,  the  rate  per  ton  p^'^ 
mile  from  Whiting  was  lower  than  from  Pittsburg,  and  while  in  tk^ 
cases  of  Battle  Creek,  Grand  Rapids,  and  Muskegon  the  rate  perto«> 
per  mile  was  slightly  higher  from  Whiting  than  from  Pittsburg,  i^    , 
should  be  borne  in  mind  that,  according  to  ordinary  i-ailroad  policy's    I 
the  rate  per  ton  per  mile  ought  to  be  decidedly  lower  for  long  ti-M*  J 
tances  than  for  short.     Pittsbuig  is  considerably  more  than  twice  as 
far  as  Whiting  from  the  three  Michigan  points  just  named. 
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Toledo,  by  its  location,  ought  to  have  almost  precisely  the  same 
.nding  as  Whiting  with  respect  to  transportation  into  lower  Michi- 
n,  Whiting  being  almost  at  one  corner  of  the  State  and  Toledo  at 
3ther.  The  following  table  compares  the  rates  from  Whiting  and 
)m  Toledo  to  fourteen  of  the  largest  towns  in  the  lower  peninsula, 
;luding  those  already  covered  by  the  preceding  table. 

IPARISON  OF   OIL  RATES   FROM  WHTTINQ  AND  FROM   TOLEDO  TO  LEADING  POINTS 

IN  MICHIGAN.  1905. 

fRates  in  centa  per  hundred  pounds.] 


Distance. 


a  Computed  from  Chicago. 

This  table  shows  that,  except  to  four  towns,  which  are  very  much 
iarer  to  Toledo  than  to  Whiting,  the  rates  from  Toledo  have  been 
>solutely  higher  than  the  rates  from  Whiting,  although  Toledo  is 
»rer  to  all  but  one  of  the  14  points?.  Where  the  two  refineries  are 
)proximately  at  equal  distances,  as  at  Allegan,  Grand  Rjipids,  Kala- 
azoo,  and  Muskegon,  the  Whiting  rates  were  3  or  3i  cents  lower 
laji  the  Toledo  rates.  A  sharp  contrast  appears,  for  example, 
3tween  Detroit  and  Kalamazoo.  Detroit  is  212  miles  nearer  to 
oledo  than  to  Whiting,  yet  there  was  a  difference  of  only  3^  cents 
'  the  oil  i-ate  in  favor  of  Toledo.  Kalamazoo  is  5  miles  nearer  to 
oledo  than  to  Whiting,  but  the  oil  rate  was  3^  cents  lower  from 
i^hiting  than  from  Toledo.  The  rate  to  Battle  Creek,  which  is  60 
'lies  nearer  to  Toledo  than  to  Whiting,  was  2  cents  lower  from 
i^hiting  than  from  Toledo. 

These  disparities  are  shown  conspicuously  on  the  accompanying 
Mip,  which  gives  the  i-ates  and  distances  from  Toledo  and  from  Whit- 
^gto  several  of  the  leading  towns  in  Michigan. 
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The  following  table  shows  the  rates  per  ton  per  mile: 

COMPARISON   OF  RATES  PER  TON  PER  MILE  FROM  WHITING  AND  FROM   TOLEDO  TO 
LEADING  POINTS  IN  MICHIGAN,  1905. 


Adrian 

Allegan 

Alpena 

Ann  Arbor.. 
Battle  Creek 

Cadillac 

Detroit 


From 
Wliiting. 


Cents. 

0.95 

1.08 

.77 

.73 

1.04 

.9i 

.74 


From 
Toledo. 


Cmts. 
3.94 
1.55 
1.35 
2.89 
1.86 
1.23 
2.17 


To- 


Grand  Rapids  . . 

Jackaon  

Kalamazoo 

Lansing 

Mackinaw  City. 

Muskegon 

Saginaw 


Fnim 
Whiting. 


C^cntt. 
1.01 
.91 
1.21 
.80 
.82 
.96 
.68 


Fnun 
Toledo. 

L4S 
2.25 
L76 
IM 
LIS 
LIT 
L78 


In  order  satisfactorily  to  compare  these  rates  per  ton  per  mile  they 
should  be  considered  in  connection  with  the  absolute  distances  shown 
in  the  preceding  table,  with  the  fact  in  mind  that  ton-mile  rates  are 
normally  lower  for  longer  than  for  shorter  distances. 

Confining  attention  to  Allegan,  Cadillac*,  Grand  Rapids,  Kalamazoo, 
and  Muskegon,  where  the  differences  of  distance  from  Whiting  and 
Toledo,  respectively,  are  not  great  enough  to  justif}'  any  material  dif- 
ference in  rates  per  ton  i)er  mile,  it  will  be  seen  that  the  rates  from 
Toledo  were  from  20  to  45  per  cent  higher,  in  proportion  to  distance, 
than  the  rates  from  Whiting. 

Section  9.  GompariBon  on  the  basis  of  fifth-clasB  rates. 

Not  only  were  the  oil  rates  until  recently  prevailing  from  Whiting 
and  from  competing  refineries  to  points  in  Michigan  disproportionate 
to  distance,  but  the}"  were  out  of  line  with  the  rates  on  most  other 
classes  of  commodities.  The  following  table  compares  the  oil  rat«8 
from  Whiting,  Toledo,  Cleveland,  and  Pittsburg  to  six  leading  towns 
in  Michigan  with  the  fifth-class  rates: 

COMPARISON     OF  OIL   RATES   AND   FIFTH-CLASS    RATES    FROM    WHITING  AND   FROM 
TOLEDO,  CLEVELAND,  AND  PIl'TSBURGa  TO  LEADING  POINTS  IN  MICHIGAN,  1906. 


To  liattle  Creek. 

— — ^=- 

Oil  rate. 

lOi 
13i 

m 

j 

Fifth 
daxs 
rate. 

114. 
104'. 

hi'. 

171 

Oilrate- 

Advanta^ 
ofWhitUi^ 
on  a  com- 

class. 

From— 

AboYe 
fifth 
class. 

Below 
fifth 
class. 

Whiting 

8 

Toledo                                                           .  . 

$ 

Clevelund ....        

1 

i 

Pi  t  tHbiirg 

1 

4 

1 

. 

a  Same  rates  as  fntm  Pittsburg  apply  from  Oil  City  and  other  western  Pennsylvania  refining  poiB* 
both  on  oil  and  fifth  class. 
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COMPARISON  OF  OIL  RATES  AND  FIFTH-CLASS  RATES  FROM  WHITING  AND  FROM 
TOLEDO,  CLEVELAND,  AND  PITTSBURQ.a  TO  LEADING  POINTS  IN  MICHIGAN,  1905— 
Continued. 

To  Bay  City  and  Saginaw. 


From— 


Whiting   .. 

Toledo 

Cleveland . 
PittobuTg.. 


Oil  rate. 


10 
12 
144 
18i 


Fifth- 
clam 
rate. 


Oil  rate- 


Above 
fifth 
class. 


13 
10 
144 
18 


Below 
fifth 
class. 


Advantage 
of  WhlUng 
on  a  com- 
parison 
with  fifth 
class. 


5 
3 
34 


To  Detroit 


Whiting... 

Toledo 

Cleveland . 
nttBbuig.. 


10 

64 

9 
124 


13 

74 
11 
16 


To  Grand  Rapids. 


Whiting... 

Toledo 

Cleveland . 
Pittaborg.. 


12 
144 
194 


4 
24 
44 


To  Muskegon. 


Whiting... 

Toledo 

ClereUnd  . 
Pittsburg.. 


9 
12 
144 
194 

12 
13 
16 
18 

3 

1 
4 

14 

2 
24 

4i 


^Same  rates  aa  from  Pittsburg  apply  from  Oil  City  and  other  western  Pennsylvania  refining  points, 
both  on  oil  and  fifth  class. 

It  will  be  seen  that  the  rate  on  oil  from  Whiting  to  these  points  has 

been  in  every  case  3  cents  per  hundred  pounds  less  than  the  fifth-class 

rate.    The  oil  rates  from  the  competing  refining  points  arc  in  several 

caseS  the  same  as  the  fifth-class  rates;  in  sevenil  other  cases  they  are 

higher;  and  in  the  cases  where  they  are  lower  the  diflference  is  less 

than'in  the  itites  from  Whiting.     The  advantage  of  Whiting  on  oil 

^tes  as  measured  by  comparison  of  fifth-(*lass  rates  is  shown  in  the 

^t  column  of  the  table,  which  is  computed  by  subtracting  from  the 

%ures  for  Whiting  in  the  preceding  column  all  figures  for  the  other 

'^fining  points  in  the  same  column,  or  adding  the  figures  in  the  third 

column  where  the  oil  rate  is  above  the  fifth  class.     It  *rill  be  seen 

"^*t  the  advantage  of  Whiting  on  this  basis  has  ranged  from  one-half 

^^t  to  5  cents  per  hundred  pounds,  and  in  most  cases  exceeded  2  cents. 

H.  Doc.  812,  m-1 15 
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A  similar  comparison  on  a  more  extended  scale  is  made  between  the 
rates  from  Whiting  and  from  Toledo,  respectively,  in  the  foUowing 
table: 


COMPARISON   OF   OIL   RATES    AND    FIFTH-CLASS   RATES    FROM    WHITING    AND   FROM 
TOLEDO  TO  LEADING  POINTS  IN  MICHIGAN,  ld05. 


To— 


Adrian 

Allegan 

Alpena  

Ann  Arbor 

BattleCreek 

CadUlac 

Detroit 

Grand  Rapids 

Jackson 

Kalamazoo 

Lansing 

Mackinaw  City 

Muskegon 

Saginaw  and  Bay  City. 


From  Whiting. 


Oil 
rate. 


Fifth- 
class 
rate. 


Oil  rate- 


Above 
fifth 
class. 


Below 
flfth 
class. 


10 
9 
16i 

Si 

13  ! 

10  i 

9 
9 
8* 

^1 
IGi 

9 

10 


I 


13  I 

-i 

194i 

13  I 

11* 
17i 
13 
12 
12 
11 
13 
20 
12 
13 


From  Toledo. 


Oil 
rate. 


Fifth- 
class 
rate. 


m 

lOi 
14 

H 

12 
8 
12 
104 
18* 
12 
12 


6ft 
11 
16 

7i 
10* 
13i 

n 

8 
11 

8* 
18 
18 
lb 


Oil  rat 


Above  Below 
fifth,  fifth 
cla«.     claas. 


Advan- 
tage of 
Whiting 
on  a 
com- 
parison 
with  fifth 

ChUB. 


This  table,  which  covers  fifteen  leading  points  in  the  southern  pen- 
insula of  Michigan,  again  shows  in  every  case  that  the  oil  rate  from 
Whiting  has  been  lower  than  the  fifth-class  rate,  the  difference  nng- 
ing  from  2J  to  4^  cents.     On  the  other  hand,  in  only  three  cases  is  the 
oil  rate  from  Toledo  lower  than  the  fifth-class  rate,  and  in  these  the 
difference  is  only  1  cent.     In  nine  cases  the  oil  rate  from  Toledo  is 
higher  than  the  fifth-class  rate.     The  net  advantage  in  favor  of  Whit- 
ing on  oil  rates,  as  measured  by  fifth-class  rates,  is  computed  by  sub- 
tracting from  the  figures  in  the  fourth  column  of  the  table  the  figure^ 
in  the  eighth  column,  or  by  adding  the  figures  in  the  seventh  columa- 
This  net  advantage  ranges  from  2  cents  on  shipments  to  Detroit  and 
Muskegon  up  to  6  cents  to  Lansing. 

Section  10.  Unreasonableness  of  differences. 

There  is  no  justification  for  these  conspicuous  differences  in  favo^ 
of  Whiting.  It  is  true  that  it  costs  somewhat  more  to  get  the  crud^ 
oil  to  Whiting  than  to  Toledo.  The  railroads  ought  not,  however,  to 
take  account  of  this  difference  in, fixing  freight  rates  into  a  territory 
like  Michigan,  for  the  Whiting  refinery  is  nearer  to  western  markets^ 
and  obtains  a  natural  advantage  from  that  fact,  inasmuch  as  the  cos* 
of  transporting  the  crude  oil  by  pipe  line  is  umch  less  than  the  cos* 
of  shipping  the  finished  products  from  Toledo  or  other  eastern  refiti- 
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njg  points  to  Whiting  on  the  way  to  the  markets  of  the  West.  Whit- 
ng  is  entitled  to  this  natural  advantage  with  respect  to  the  West,  and 
Toledo  is  similarly  entitled  to  the  natural  advantage  of  its  location 
irith  respect  to  points  which  are  near  it. 

Even  if  it  should  be  conceded  that  the  railroads  were  justified  in 
naking  lower  rates  from  Whiting  to  Michigan  points,  to  offset  the 
idditional  cost  of  transporting  the  crude  oil  to  the  refinery,  this  differ- 
ential ought  not  to  exceed  1  or  2  cents  per  hundred  pounds,  which 
would  fully  cover  the  excess  in  the  cost  of  piping  the  crude  oil  from 
liie  fields  to  Whiting  over  the  cost  of  piping  to  Toledo. 

The  traffic  manager  of  the  Standard  Oil  Company,  in  discussing  this 
rate  adjustment  in  favor  of  Whiting,  made  the  statement  that  the 
Standard  Oil  Company  did  not  profit  greatly  by  it,  because  it  shipped 
during  1905  more  than  2,200  cars  of  oil  from  its  Lima  refinery  to 
Michigan  points,  paying  the  same  rates  as  are  paid  from  Toledo,  or 
even  higher  rates.     But  it  is  admitted  that  about  the  same  number  of 
cars  were^  shipped  from    Whiting  into  the   southern  peninsula  of 
Michigan  in  1905.     A  partial  examination  of  the  records  of  the  rail- 
roads heading  out  from  Whiting  shows  that  a  very  large  proportion 
of  the  southern  peninsula  receives  part  of  its  oil,  at  least,  from  that 
point,  while  a  similar  partial  examination  of  the  records  of  shipments 
from  Lima  shows  that  these  are  almost  confined  to  a  territory  in  the 
eastern   part  of  the  southern  peninsula,  comprising  much  less  than 
half  its  area,  where,  on  account  of  the  shorter  distance,  the  rates  from 
Lima  are,  for  the  most  part,  as  low  as,  or  lower  than,  the  rates  from 
Whiting. 

This  disparity  in  rates  to  Michigan  territory  was  largely  corrected 
early  in  1906,  when  the  railroads  materially  advanced  their  rates  from 
Whiting.  In  most  cases  this  advance  was  such  as  to  put  Whiting 
ver}'  nearly  on  a  par  with  Toledo.  There  can  be  little  doubt  that  this 
change  in  rates  was  made  in  recognition  of  the  injustice  of  the  pre- 
vious arrangement.  It  should  be  stated,  further,  that  the  rates  from 
Toledo,  Cleveland,  and  Pittsburg  into  Michigan  territory  had  already 
^^n  advanced  alx)ut  2  cents  per  hundred  pounds  in  1900.  Before  that 
^une  the  difference  in  favor  of  Whiting  was  somewhat  less  marked, 
l^etailed  tables  showing  the  changes  in  freight  rates  to  Michigan 
I^ints,  as  well  as  to  other  points  in  Central  Freight  Association  ter- 
ntor}',  are  presented  on  pages  220-224. 

^-  &ATES  FROM  WHITING  AND  FROM  COMPETING  BEFINEBIES 

INTO  INDIANA. 

There  has  also  been  a  disparity  between  the  rates  from  Whiting  and 
*^in  competing  refining  points  on  shipments  into  Indiana.  These 
^nerences  were  especially  conspicuous  with  respect  to  tho  western 
P^rtof  the  State.     Western  Indiana  is  largely  served  by  the  Chicago 
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and  Eastern  Illinois  Railroad,  which  has  made  very  low  rates  from 
Whiting.  This  railroad  does  not  reach  any  of  the  eastern  refineries, 
while  they  as  well  as  Whiting  are  reached  by  the  lines  which  cover 
the  eastern  part  of  the  State.  The  rate  adjustment  in  the  eastern 
part  of  the  State,  as  between  Whiting  and  eastern  refineries,  has  no 
doubt  been  affected  by  the  existence  of  the  Standard  Oil  Company's 
refinery  at  Lima,  Ohio,  not  far  from  the  Indiana  line,  from  which 
large  quantities  of  oil  go  into  eastern  Indiana.  One  would  expect  the 
rates  from  Whiting  and  from  Lima  to  be  not  far  out  of  line  with  one 
another.  Toledo  usually  takes  the  same  rates  as  Lima,  so  that  in 
territory  into  which  the  Standard  ships  from  Lima,  Toledo  might 
expect  approximately  the  same  treatment  as  Whiting.  Toledo  has 
not  actually  had  the  same  treatment,  however,  in  the  extreme  north- 
ern part  of  Indiana,  as  has  already  been  shown. 


Section  11.  Comparison  of  rates  and  distanceB. 

The  following  table  compares  the  rate^  on  oil  from  Whiting  with  the 
rates  from  Toledo,  Cleveland,  and  Pittsburg,  respectively,  to  five  lead- 
ing towns  in  Indiana — three  in  the  central  and  southeastern  part 
and  two  in  the  western  part.  The  c6rresponding  rates  to  a  larger 
number  of  points  are  shown  in  more  detailed  tables  at  the  end  of  this 
chapter.  Findlay,  Ohio,  takes  in  general  the  same  rates  into  Indiana 
as  are  made  from  Toledo. 

COMPARISON   OF  OIL   RATES  FROM  WHITING  AND  FROM  TOLEDO,  CLEVELAND,  AND 
PITTSBURG  TO  LEADING  POINTS   IN  INDIANA. 

Rates  in  cents  per  hundred  pounds. 


To— 


Indianapolis 
LoRansport  . 
Richmond  . , 
Terrc  Haute 
Vinccnnes.. 


From  Whiting. 


MileH.f*   ,  Bate. 


184 
117  j 
223  I 
178  j 
235 


8 
8 
11 


From  Toledo. 

From  Cleveland. 

Miles. 

Rait. 

Miles.    '     Rate. 

214 

10 

283 

12  1 

166 

11 

269 

13» 

170 

10 

229 

12 

281 

12 

855                141 

331 

15 

400                154 

From  Pitt*ibui?.<» 


Miles. 
374 
,•^84 
306 
446 
491 


I5i 

m 
m 


RatfH  in  cenls  per  ton  per  mile. 


Indianapolis 
Logansport  . 
Richmond  .. 
Terre  Ilauto. 
Vinccnnes  .. 


From 
Whiting. 

0.87 

1.37 

.99 

.62 

.70 


From 
Toledo. 


i       From     I     From 
Cleveland.;  Pittsbuif- 


0.93 

1.33 

1.18 

.85 

.91 


0.85 

o.« 

1.04 

.9i 

1.06 

1.01 

,82 

.iff 

79 

.78 

«Snm<*  rntrs  apply  fntm  Oil  City  and  other  wc.<<tcrn  Pennsylvania  refining  i>oinU. 

ft  Computed  from  Chicago. 

cRate  In  effect  up  to  December,  1905. 
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This  table  shows  at  a  glance  that  there  is  no  marked  discriminatioi 

the  rates  to  Indianapolis,  Logansport,  and  Richmond,  but  that  then 
ts  been  a  very  sharp  discrimination  in  favor  of  Whiting  on  ship- 
ents  to  Terre  Haute  and  Vincennes.  Cleveland,  for  example,  is 
^ice  as  far  as  Whiting  from  Terre  Haute;  the  rate  has  been  nearly 
iree  times  as  high.  The  disproportions  are  still  more  readily  seen 
I  the  second  part  of  the  table,  where  the  rates  are  reduced  to  a 
lileage  basis.  As  has  been  said,  it  is  customary  to  make  rates  lower 
sr  ton  per  mile  for  longer  than  for  shorter  distances.  This  principle 
one  explains  the  fact  that  rates  from  Cleveland  and  Pittsburg  to 
idianapolis  and  Logansport  are  lower  per  ton  per  mile  than  the  rates 
•om  Whiting.  On  the  other  hand,  to  Vincennes,  and  especially  to 
erre  Haute,  which  are  reached  by  the  Chicago  and  Eastern  Illinois 
ailroad,  the  rates  from  all  three  of  the  eastern  refining  points  have 
een  decidedly  higher  per  ton  per  mile  than  the  rates  from  Whiting, 
le  nearest  of  the  refineries. 

A  more  comprehensive  view  of  the  relative  rates  to  Indiana  points 
I  presented  in  the  following  table,  which  for  convenience  compares 
nly  Whiting  and  Toledo.  Toledo  i^  but  little  farther  from  most 
adiana  points  than  Whiting  is,  and  ought,  broadly  speaking,  to  be  on 
bout  the  same  rate  basis.  For  a  comparison  of  still  other  rates  from 
7hiting  and  Toledo,  respectively,  to  Indiana  points,  reference  should 
^  made  to  section  2  of  this  chapter,  which  covers  a  number  of  points 

termediate   between   Whiting  and  Toledo  on  the  Lake  Shore  and 

ichigan  Southern. 

IPABISON  OF  OIL  RATES  FROM  WHITING  AND  FROM   TOLEDO  TO  LEADING  POINTS 

IN  INDIANA,  1901. 

[Rates  in  cents  per  hundred  pounds.] 


To— 


Ecutem  and  central  Indiana. 

Be 

m 

Ub 

\ 

Wettem  Indiana. 
s  Computed  from  Chicago. 


Rate. 

Differ- 
ence in 
favor  of 
Whiting. 

From 
Whiting. 

From 
Toledo. 

8 

7i 

M 

8 

9 

1 

8 

10 

2 

8 

11 

3 

11 

10 

b\ 

54 

12 

6i 

5i 

12 

6* 

8i 

15 

61 

r>i 

12 

6i 

«i 

15 

i>l 

Distance. 


From         From 
Whitlng.a    Toledo. 


MUef. 

148 
142 
184 
117 
223  , 

vJ 

ISl  I 
287  I 
178  , 

235 ; 


MUe». 
95 
119 
214 
166 
170 


225 
271 
382 
281 
331 


^  Difference  in  favor  of  Toledo. 
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This  table  shows  that  even  to  eastern  and  central  Indiana  points  the 
rates  from  Whiting  are  relatively  somewhat  more  favorable  than  the 
rates  from  Toledo.  Thus,  to  Huntington  the  rate  from  Toledo  is  1  cent 
higher  than  the  rate  from  Whiting,  although  the  distance  is  about  one- 
sixth  less.  Much  greater  disparities,  however,  have  until  recently 
existed  with  respect  to  western  Indiana  points.  Thus,  the  rate  to 
Terre  Haute  from  Whiting  has  been  6i  cents,  while  it  has  been  12 
cents  from  Toledo.  The  diflference  is  equal  to  three-eighths  of  a  cent 
per  gallon,  or  a  fair  profit  on  the  oil.  Toledo  is  only  58  per  cent  farther 
away  than  Whiting,  but  it  paid  a  rate  118  per  cent  higher.  These 
differences  in  rates  are  conspicuously  shown  by  the  following  table, 
in  which  they  are  reduced  to  a  mileage  basis: 

COMPARISON  OF  RATES   PER  TON   PER  MILE  FROM  WHITING   AND  FROM   TOLEDO  TO 
LEADING  POINTS  IN  INDIANA.  1904. 


To- 


Eattem  and  central  Indiana. 

Fort  Wayne 

Huntington 

Indianapolis 

Ubgansport 

Richmond 


From 
Whiting. 

From 
Toledo. 

Cents. 

OenU. 

1.08 

L58 

1.13 

1.61 

.87 

.93 

1.87 

1.88 

.99 

1.18 

To— 


Weetem  Indiana, 

Attica 

Brazil 

EvansYille 

Terre  Haute 

Vincennea 


From    I     From 
WhiUng.i   Toledo. 


Cent 
0.92 
.61 
.67 


Centi, 
1.07 
.89 
.79 
.85 
.91 


It  will  be  seen  that  to  the  leading  western  Indiana  points  the  rate 
per  ton  per  mile  from  Toledo  has  been  much  higher  than  from  Whiting, 
in  one  case  as  much  as  46  per  cent  higher.  In  view  of  the  fat*t 
that  Whiting  is  nearer  to  the  points  in  question,  it  would  normally 
take  rates  somewhat  higher  per  ton  per  mile  than  Toledo.  These  dis- 
parities  were  so  great  that  the  Standard  Oil  Company  could  afford  to 
sell  oil  in  western  Indiana  towns  at  prices  which  would  scarcely  le^ve 
any  profit  to  competing  Toledo  refiners. 

The  discrimination  in  rates  from  Whiting  and  from  Toledo  to  western 
Indiana  points  is  clearly  shown  on  the  accompanying  map. 

The  disparity  between  Whiting  and  the  more  easterly  refining' 
points  on  shipments  to  Indiana  has  been  greater  in  recent  years  tliaO 
formerly.  In  1891,  soon  after  the  opening  of  the  Whiting  retinerr, 
the  rates  from  Toledo  to  many  points  in  Indiana  were  advanced  either 
1  or  li  cents  per  hundred  pounds,  or  from  10  to  20  per  cent.  Thus 
the  rate  from  Toledo  to  Fort  Wayne  was  advanced  from  5i  to  6i  cents 
and  that  to  Logansport  from  7^  to  9  cents. 

Again,  in  1900  the  rates  from  Toledo,  Cleveland,  and  Pittsburg  alik^ 
to  all  points  in  Indiana  were  advanced.  The  advance  from  Toledo  was 
in  some  cases  1  cent  and  in  some  cases  2  cents,  while  the  rates  frorO 
Cleveland  and  Pittsburg  were  in  all  cases  advanced  2  cents.     Prior  to 
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thi:i  ch.inge  the  rates  from  these  eastern  refining  points  to  points  in 
Indiana,  except  along  the  line  of  the  Chicago  and  Eastern  Illinois  Rail- 
road, wore  fairly  in  line  with  the  rates  from  Whiting,  but  this  advance 
created  u  disparity  of  some  importance.  It  is  true  that  this  change  in 
rates  was  made  at  a  time  when  rates  on  many  other  commodities  were 
also  advanced  by  the  Central  Freight  Association  lines;  but  there 
was  no  sufficient  ground  for  advancing  the  oil  rates  from  eastern 
refining  i)oints  without  at  the  same  time  advancing  the  rates  from 
Whiting. 

There  was  no  advance  in  the  rates  from  Whiting  to  any  Indiana 
point  until  near  the  close  of  1905.  In  December  of  that  year,  soon 
after  the  investigation  of  the  Bureau  brought  attention  to  them, 
the  Chicago  and  Eastern  Illinois  Railroad  canceled  its  extraordinarily 
low  rates  into  western  Indiana,  advancing  the  5i-cent  rates  to  8  cents 
and  the  8i-cent  rates  to  11  cents.  Early  in  1906,  moreover,  the  Lake 
Shore  and  Michigan  Southern  Railway,  as  already  stated  in  section  2, 
advanced  its  rates  from  Whiting  to  points  on  its  line.  The  changes 
on  these  two  railroads  serve  to  put  the  competing  refineries  much 
more  nearly  on  a  par  with  Whiting.  The  present  rates  to  points  on 
their  lines  are  not  materially  out  of  line  with  the  differences  in  distance. 
A  full  statement  of  the  rate  changes  to  points  in  Indiana,  as  well  as  to 
other  points  in  Central  Freight  Association  territory,  is  presented  at 
the  end  of  this  chapter. 

The  Bureau  has  not  examined  the  records  of  some  of  the  railroads 
which  carry  oil  from  Whiting  to  certain  points  in  Indiana,  and  there- 
fore has  no  evidence  that  the  published  rates  to  these  points  are  actu- 
ally maintained.  The  Big  Four,  like  other  New  York  Central  lines, 
declined  to  give  access  to  records  of  inti*astate  business;  and  the 
records  of  the  Grand  Rapids  and  Indiana  were  not  examined. 

Section  12.  Comparison  on  the  basis  of  fifth-class  rates. 

The  oil  rates  until  recently  prevailing  into  Indiana  territory  have 
been  not  only  inequitable  on  the  basis  of  comparative  distance,  but  they 
have  also  been  out  ,of  line  with  class  rates.  The  table  on  page  204 
compares  the  oil  and  fifth-class  rates  from  Whiting,  Toledo,  Cleve- 
land, and  Pittsburg  to  five  leading  towns  in  Indiana. 
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COMPARISON    OF   OIL   RATES    AND    FIFTH-CLASS    RATES  FROM    WHITING,    AND  FROM 
TOLEDO,  CLEVELAND,  AND  PITTSBURG  a  TO  LEADING  POINTS  IN  INDIANA. 

[Rates  in  cents  per  hundred  pounds.] 

7b  Indianapoli*. 


- 

Oil  rate. 

Fifth- 
class 
rate. 

Oil  rate. 

Above       Below 
fifth           fifth 
class.         class. 

Advantage 
of  Whiting 
on  a  com- 
parison 
with  fifth 
class. 

Whiting 

8 
10 
12 
15i 

11* 
13 
14 
17 

3* 

Toledo 

3                      I 

Cleveland 

2 
1* 

1* 
2 

Pittsburg 

To  LogoMport. 

Whiting 

1 
'                8 

10 

11* 

14* 

■     17 

2 

4 
1 

Toledo 

11 

1* 
1 

Cleveland 

181 

Pittsburg 

1* 

8* 



ToRi 

Ichmond. 

13 
12* 

Whiting 

11 
10 
12 
15i 

2 
2* 

1 

Toledo 



b^ 

Cleveland 

13 
15 

1 

Pittsburg 

* 

2* 

To  Tare  Haute. 

Whiting 

c5i 
12 
14* 
19J 

11* 
14 
15 
18 

6 
2 

* 

Toledo 

4 

Cleveland 

5* 

Pittsburg 

1* 

7* 

To  Vinccnncs. 

Whiting 

«^8} 
15 
154 
191 

13*" 

16  ■ 

15  i                 * 

18  i             U 

5{' 

Toledo 

1 1           a 

1                  51 

Cleveland 

Pittsburg 

1       «! 

"Pittsburg  oil  and  class  rates  also  apply  from  Oil  City  and  other  western  Pennsylvania  refining 
points. 
b  Advantage  in  favor  of  Toledo. 
c  Rate-  in  effect  up  to  December.  1905. 

It  will  be  seen  that  the  oil  rates  from  Whiting  have  been  in  every 
case  })olow  the  iifth-cla.s.snites,  the  difference  ranging  from  2  to  6  cents. 
In  many  cases  the  oil  rates  from  eastern  refining  points  are  also  l)elow 
the  fif  til- class  rates,  ])ut  the  difference  is  less  than  in  the  case  of  Whit- 
ing, and  the  oil  rates  from  Pittsburg  are  in  four  of  the  five  instances, 
and  from  Cleveland  in  one  case,  higher  than  the  fifth-class  rate.  The 
relative  advantage  of  W^hiting  over  competing^points  as  measured  by 
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a  comparison  with  fifth-class  inites,  which  is  shown  in  the  last  column 
of  the  table,  ranged  from  half  a  cent  to  7i  cents  per  hundred  pounds 
with  only  a  single  exception  where  Toledo  had  an  advantage  over 
Whiting.  It  has  been  particularly  marked  in  the  case  of  Terre  Haute 
and  Vincennes,  which  took  exceptionally  low  rates  on  oil  from  Whiting. 
A  similar  comparison  between  Whiting  and  Toledo  on  rates  to  a 
larger  number  of  points  is  shown  in  the  following  table,  in  which 
the  eastern  and  central  part  of  the  State  is  distinguished  from  the 
western  part,  which  is  served  by  the  Chicago  and  Eastern  Illinois 
Railroad: 


COMPARISON   OF  OIL  RATES    WITH   FIFTH-CLASS    RATES   FROM    WHITING  AND   FROM 
TOLEDO  TO  LEADING  POINTS  IN  INDIANA,  1904. 

[Rates  in  cents  per  hnndred  pounds.] 


To- 


From  Whiting. 


I 


From  Toledo. 


Oil  rate. 


Eagtem  and  Centrai  Indiana. 

Fort  WajTie 

Huntington 

Indianapolis 

Logansport , 

Richmond 

Western  Indiana. 

Attica 

Brazil 

Evansville 

Terre  Haute 

Vincennes 


8 
8 
8 
11 

5i 

8i 
54 
8i 


Fifth- 
class 
rate. 


104 
104 
114 
10 
13 

10 
114 
15 
114 
134 


Oil  rate 
below 
fifth 
class. 


Oil  rate. 


Fifth- 
class 
rate. 


9 
10 
13 
114 
124 

IS 
14 
18 
14 
16 


Oil  rate 
below 
fifth 
class. 


Advantage 
of  Whiting 
on  a  com- 
parison 
with  fifth 
class. 


1 
U 
4 
U 

8* 
4 
31 
4 

4i 


a  Advantage  in  favor  of  Toledo. 

Here  again,  it  appears  that  in  every  case  the  oil  rates  from  Whiting 
are  considerably  lower  than  the  rates  on  fifth-class  commodities,  the 
difference  ranging  from  2  to  6J  cents.  The  rates  from  Toledo  are  also 
in  all  cases  below  fifth-class  rates,  but  by  a  much  smaller  margin. 
The  advantage  of  Whiting  over  Toledo,  as  measured  by  fifth-class 
rates,  ranges  from  i  to  1^  cents  for  points  in  central  and  eastern  Indi- 
ana, and  from  3i  to  4i  cents  for  western  Indiana  points.  In  one  case 
only,  on  shipments  to  Richmond,  did  Toledo  have  an  advantage  on  this 
batiis  of  comparison,  and  this  advantage  was  but  i  cent. 

There  is  no  sufficient  ground  for  these  disparities  in  favor  of  Whiting 
and  especially  for  the  more  marked  disparities  to  western  Indiana. 
The  general  principles  of  commodity  rate  making  would  rather  demand 
that  the  more  distant  refineries  should  have  oil  rates  relatively  more 
favorable  than  the  class  rates,  to  bring  them  nearer  to  an  equality 
with  Whiting.     One  would  expect,  for  example,  that  to  a  considerable 
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part  of  Indiana,  which  is  not  much  farther  from  Toledo  than  from 
Whitinpf,  the  rates  from  both  refineries  would  be  precisely  the  same. 
The  explanation  given  by  the  traffic  manager  of  the  Standard  Oil 
Company,  with  respect  to  the  very  low  oil  rates  from  Whiting  toj)oints 
on  the  Chicago  and  Eastern  Illinois  Railroad,  is  similar  to  the  explana- 
tion given  by  him  as  to  rates  to  Illinois  points,  and  the  general  dis- 
cussion of  this  subject  is  therefore  deferred  to  section  15  of  this 
chapter  (p.  211). 

Central  and  eastern  Indiana  are  largely  served  by  itiilroads  which 
at  the  same  time  connect  with  Whiting  and  with  Toledo,  Cleveland, 
and  other  eastern  refining  points.  Those  railroads  have  it,  therefore, 
wholly  within  their  power  to  establish  a  different  rate  adjustment. 

Section  13.  Tariffs  of  the  Chicago  and  Eastern  Illinois  B^ilroad  to  Indiana 
points. 

The  low  rates  to  western  Indiana  points  shown  in  the  preceding 
tables  have  all  been  made  by  the  Chicago  and  Eastern  Illinois  Rail- 
road, either  over  its  own  tracks  alone  or  in  combination  with  the 
Evansville  and  Terre  Haute,  which  is  an  affiliated  line.  Similar  low 
rates  were  named  by  the  same  railroad  to  a  number  of  smaller  towns. 
Thus  the  5i-cent  rate  applied  to  Goodland  and  Veedersburg,  Ind.,  and 
Danville,  111.,  as  well  as  to  Attica,  Brazil,  and  Terre  Haute,  and  the 
8i-cent  rate  applied  to  Sullivan,  Princeton,  Mount  Vernon,  and  Wash- 
ington, Ind.,  as  well  as  to  Vincennes  and  Evansville.  All  these  rates 
were  raised  by  the  railroad  soon  after  the  Bureau  called  attention  to 
them. 

The  Chicago  and  Eastern  Illinois  Railroad  does  not  itself  reach 
Whiting.  It  starts  in  Illinois  at  Chicago  and  receives  oil  at  Dolton, 
III.,  from  Whiting,  for  delivery  to  points  in  Indiana.  The  railroad 
company  has,  however,  assumed  that  shipments  from  Whiting  through 
Illinois  back  into  Indiana  were  intrastate  shipments  and  has  made 
tariffs  to  a  number  of  Indiana  points  which  it  has  not  filed  with  the 
Intel-state  Commerce  Commission.  These  so-called  State  tariffs  have 
been  issued  in  connection  with  the  Chicago  Terminal  Transfer  Rail- 
road, the  switching  line  which  brings  the  oil  from  Whiting  to  the 
tracks  of  the  Chicago  and  Eastern  Illinois  at  Dolton,  111.,  17  miles 
from  Chicago.  As  is  more  fully  explained  in  Chapter  VI,  section  12, 
the  unfiled  tariff  which  named  the  8j-cent  rate  to  Evansville  and  the 
other  points  just  mentioned  was  undoubtedly  intended  to  be  kept 
secret,  especially  since  the  Evansville  rate,  which  departed  from  the 
published  tariff*  rate  of  H  cents,  was  used  not  only  on  business  ter- 
minating at  Evansville,  but  on  obviously  interstate  business  destined 
to  points  in  the  South. 

One  tariff  of  the  Chicago  and  Easterti  Illinois  Railroad,  on  which  oil 
was  oirried  from  Whiting  to  points  in  Indiana,  was,  however,  filed  with 
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the  Interstate  Commerce  Commission.  This  tiiriff  reads  from  Dolton 
Junction,  111.,  to  various  points  in  both  Indiana  and  Illinois.  It  named 
the  5i-cent  rate  already  referred  to,  and  provided  for  the  absorj)tion 
of  switching  from  Whiting  to  Dolton.  On  the  other  hand,  some  of 
the  other  tariffs  of  the  Chicago  and  Easterti  Illinois,  reading  from  Dol- 
ton to  points  in  Illinois  alone,  Avhicli  similarly  provided  for  the  absorp- 
tion of  switching  from  Whiting,  were  not  liled  with  the  Interstate 
Commerce  Commission.  In  other  words,  the  Chicago  and  Eastern 
Illinois  took  advantage  of  the  locjition  of  Whiting  and  of  its  own 
tracks  to  issue  what  it  was  pleased  to  call  State  taritls  on  business 
moving  from  Whiting  to  points  in  Illinois,  and  also  from  Whiting 
through  Illinois  and  back  to  points  in  Indiana. 

Although  some  of  the  tariffs  reading  from  Dolton  were  thus  tiled 
with  the  Interstate  Commerce  Commission,  they  would  never  have 
come  by  any  ordinary  means  to  the  attention  of  competing  shi])pers. 
A  shipper  would  naturally  look  for  rates  from  Chicago,  or  from 
Whiting  its(»lf,  and  not  from  an  insigniticant  station  like  Dolton, 
which,  being  in  the  Chicago  switching  limits,  would  naturally  be  sup- 
posed to  take  Chicago  rates.  For  the  puipose  of  testing  the  pub- 
licity of  these  Dolton  rates,  at  the  request  of  an  agent  of  the  Bureau 
of  Corporations,  a  competing  oil  concern  at  Chicago  in  1905  tele- 
phoned the  local  agent  of  the  Chicago  and  Eastern  Illinois  for  rates 
on  oil  from  Chicago  to  two  points  in  Illinois  covered  b}'  one  of  the 
Dolton  tariffs  filed  with  the  Commission.  He  was  quoted  the  regular 
fifth-class  rates  from  Chicago,  in  one  case  over  three  times  as  high  as 
the  rate  from  Dolton,  and  in  the  other  one  and  one-half  times  as  high. 
Though  the  tariff  did  not  read  from  Chicago  proper,  Dolton  is  in  the 
Chicago  switching  limits  and  the  Chic4igo  shipper  should  obviously 
have  had  the  Dolton  rates,  just  as  the  Standard  did  from  Whiting. 

This  point  is  more  fully  discussed  in  connection  with  some  of  the 
more  important  rates  made  by  the  Chicago  and  Eastern  Illinois  Kail- 
road  from  Dolton,  namel}^  those  to  Evansville,  Grand  Junction,  Tenn., 
and  East  St.  Louis,  which  are  described  in  Chapters  VI  and  VII, 
respectively. 

V.    RATES    FROM  WHITING  AND    FROM    COMPETING    REFINING 
POINTS  INTO  ILLINOIS. 

The  State  of  Illinois  may  l)e  divided  into  two  main  areas  with 
respect  to  oil  transportation.  The  first  includes  the  territory  of  the 
Central  Freight  Association.  This  lies  southeast  of  a  litie  from  Chicago 
to  East  Burlington,  and  covers  the  larger  part  of  the  State.  To  this 
terrritory,  which  is  covered  by  the  present  chapter,  through  rates 
on  oil  are  named  from  eastern  refinitig  points.  To  the  northern  and 
northwestern  part  of  the  State,  on  the  other  hand,  through  rates  on 
oil  are  not  named  from  eastern  refining  points,  but  the  rates  are  made 
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up  by  combinations  based  on  Chicago  or  Peoria.  To  this  northern 
and  northwestern  section  the  rates  from  Whiting  are,  in  most  cases, 
quite  high,  but  the  eastern  refiners  are  still  at  a  disadvantage  to  the 
extent  of  the  full  local  rate  which  they  must  pay  to  Chicago,  because 
of  the  failure  of  the  railroads  to  prorate  on  oil.  This  situation  is  dis- 
cussed in  Chapter  V. 

Section  14.  Comparison  of  rates  in  relation  to  distance. 

The  rates  from  Whiting  to  such  points  in  Illinois  as  can  be  reached 
by  through  rates  from  eastern  refineries  are  relatively  nmch  lower 
than  the  rates  from  such  competing  points,  giving  Whiting  a  decidedly 
greater  advantage  than,  b}^  its  natural  position,  it  would  enjoy  under 
any  ordinary  rate  adjustment.  The  rates  from  Whiting  and  from  east- 
ern refining  points  to  East  St.  Louis  and  Alton  are  more  fully  discussed 
in  Chapter  VII,  for  the  reason  that  these  rates  have  been  used  not  so 
much  for  delivery  to  these  points  for  local  consumption  as  for  dis- 
tribution into  the  Southwest  generally.  For  comparison,  however, 
the  rates  until  recently  in  force  to  East  St.  Louis  are  included  in  the 
following  table,  which  shows  also  the  rates  from  Whiting,  Toledo, 
Cleveland,  and  Pittsburg  to  four  other  leading  towns  in  Illinois: 


COMPARISON   OF  OIL    RATES   FROM   WHITING    AND   FROM   TOLEDO,   CLEVELAND, 
PITTSBURG  TO  LEADING  POINTS  IN  CENTRAL  AND  EASTERN  ILLINOIS, 

Sate»  in  cents  per  hundred  pound*. 


AND 


T(>- 


Danyille 

Decatur 

Eaht  St.  LouIm. 

Peoria 

Springfield 


From  Whiting. 

From  1 

MiU».h 

Rate. 

Miles. 

124 

ch\ 

250 

173 

7 

328 

281 

06 

433 

150 

6 

338 

185 

9 

362 

Kale.   I 
12  I 

15  I 
17  ' 

16  , 

17  I 


From  Cleve- 
land. 


FromPitt*- 
burg.a 


MUes. 

Rate. 

Miles. 

342 

Hi 

460 

416 

17i 

627 

522 

m 

613 

430 

174 

662 

464 

191 

^ 

RaU. 
19* 
22* 
24* 
22* 
24* 


Rates  in  cents  per 

ton  per  mile. 

To- 

From 
Whiting. 

From      1      From 
Toledo.    1  Cleveland. 

From 
PittHburg. 

Danvillc 

0.89 
.81 
.48 
.80 
.97 

0.96 
.93 
.79 
.89 
.94 

0.86 
.84 
.75 
.81 
.86 

0.85 

Decatur 

S5 

East  St.  Louis 

.80 

Pef>ria 

.80 

Springfield , --   

87 

a  Same  rat4»s  apply  from  Oil  City  and  other  western  Pennsylvania  refining  points, 
b  (Computed  fwm  (-hicHgo. 
cRate  In  effect  up  U)  1905. 

This  table  shows  at  once  that  the  rates  from  Whiting  to  leading  points 
in  Illinois  are  low.  While  the  differences  in  ton-mile  rates  are  not 
large  in  themselves  it  must  be  remembered  that  railroad  companies 
ordinarily  make  very  nmch  lower  rates  per  mile  on  shipments  as  long 
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as  those  from  Cleveland  and  Pittsburg  than  on  much  shorter  ship- 
ments, like  those  from  Whiting. 

The  rates  from  Toledo  to  a  larger  number  of  points  are  compared 
with  the  rates  from  Whiting  in  the  following  table.  The  rates  from 
Findlay,  another  important  independent  refining  point,  about  the 
same  distance  from  Illinois  points  as  Toledo  is,  are  the  same  as  the 
Toledo  rates. 


COMPARISON  OF  OIL  RATES  FROM   WHITING  AND   FROM  TOLEDO  TO   POINTS  IN  CEN- 
TRAL, EASTERN,  AND  SOUTHERN  ILLINOIS. 
[Rates  in  cents  per  hundred  pounds.] 


Alton 

Belleville 

Bloomlngton . 

Cairo 

Champaign 

Danville , 

Decatur  

East  St.  Louis. 

Effingham 

Mattoon 

Peoria 

Springfield  . . . , 
Vandalia 


Rate. 

From 
Whiting. 

Ytom 
Toledo. 

66 

17 

be% 

17 

7 

15 

11 

19 

7 

lu 

651 

12 

7 

15 

66 

17 

9 

17 

7 

15 

6 

15 

9 

17 

9 

17 

Differ- 
ence in 
favor  of 
Whiting. 


8 
6* 
8 
11 
8 
8 
9 
8 
8 


Distance. 


From 
Whlt- 
ing.a 


From 
Toledo. 


Miles. 
257 
295 
127 
365  1 
128, 
124 
173 
281 
199 
172 
150 
185 
230 


Miles. 
428 
447 
320 
491 
288 
250 
323 
433- 
848 
822 
388 
862 


a  Computed  from  Chicago. 

6  Rates  canceled  in  1905. 

e6  cents  to  East  St.  Louis  +  $10  per  car  via  Illinois  Central. 

The  rates  from  Toledo  arc,  in  most  cases,  about  double  the  rates 
from  Whiting,  althout.^h  Toledo  is  considerably  less  than  twice  as  far 
away  from  most  of  the  points.  Toledo  is  almost  exactl}'  twice  as  far 
as  Whiting  from  Danville;  the  rate  has  until  recently  been  118  per 
cent  higher;  under  ordfnary  railroad  practice  the  rate  for  250  miles 
would  be  only  about  50  per  cent  higher  than  for  124  miles. 

The  i-ates  per  ton  per  mile  are  compared  in  the  following  table: 

COMPARISON  OF  OIL  RATES   PER  TON    PER   MILE   FROM  WHITING  AND   FROM   TOLEDO 
TO  LEADING  POINTS  IN  CENTRAL,  EASTERN,  AND  SOUTHERN  ILLINOIS. 


To- 


Alton 

Belleville  — 
Bloomington 

Cairo 

Champaign.. 

Danyille 

Decatnr 


From    I     From 
Whiting. I   Toledo. 


To— 


I 


'« 0. 47 
a.r>4 
1.10 

.m 

1.09 

•I.H9 

.HI 


CcrUf. 

0.80 
.76 
.94 
.  77 

1.04 
.iW 
.9ii 


East  St.  Louis. 

Eftingham 

Mattoon  

Peoria 

Springfield 

Vandalia 


From 
Whiting 


i     Prom 
,    Toledo. 


Cent.     I 
a0.43| 

.90  I 
.81  I 
.80  i 
.97 

.78  1 


Cent. 
0.79 
.98 
.93 
.89 
.94 
.88 


a  Rate  in  effect  up  to  1905. 
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With  only  three  exceptions  the  i*ate.s  per  ton  per  mile  are  lower  from 
Whiting  than  from  Toledo,  though  Whiting  is  so  much  nearer  to 
Illinois  points  that  one  would  naturall}^  expect  the  ton-mile  rates  to  be 
much  higher  than  from  Toledo.  The  difference  in  favor  of  Whiting 
is  in  most  cases  considerable,  but  is  especially  conspicuous  in  the  cases 
of  East  St.  Louis,  Alton,  and  Belleville,  which  were  supplied  by  the 
Standard  Oil  Company  on  secret  i*ates  more  fully  described  in  Chap 
ter  VII. 

Since  the  distances  from  Whiting  and  from  Toledo  differ  so  widely, 
it  is  impossible  fully  to  appreciate  the  relation  of  the  rates  per  ton  per 
mile  without  comparing  them  with  some  standard  showing  the  normal 
relation  of  rntes  to  distjince.  This  may  be  done  very  clearly  by  use 
of  the  Central  Freight  Association  mileage  scale,  already  presented 
in  Chapter  I.  It  was  there  noted  that  the  i*ates  per  ton  per  mile 
decrease  materially,  as  distance  increases.  The  rates  on  fifth-class 
goods  of  the  Official  Classification  correspond  closely  to  the  oil  rates 
from  Toledo.  Tlie  rates  per  ton  per  mile  on  fifth-class  commodities 
under  the  Central  Freight  Association  scale  for  the  distances  from 
Whiting  to  the  various  points,  and  for  the  distances  from  Toledo  to 
the  same  iK)ints,  may  therefore  be  coniimred  with  the  actual  ton-mile 
rates  on  oil.     This  is  done  in  the  following  table: 

COMPARISON  OF  TON-MILE  RATES  ON  OIL  FROM  WHITING  AND  TOLEDO  TO  ILLINOIS 
POINTS,  WITH  TON-MILE  UATHS  ON  FIF-TH  CLASS  FOR  CORRESPONDING  DISTANCES 
UNDER  THE  CENTRAL  FREIGHT  ASSOCIATION  SCALE,  1904. 


T(>— 


From  Whiting. 


From  Toledo. 


Distance.  I  Oil  rate. 


Alton 

Bellevillo 

Bloomington.. 

Cairo 

Champaign  ... 

Danville 

Decatur 

East  St.  Louis . 

Effingham 

Matt(H)n 

Peoria 

Springfield 

Vandal  ia 


Milca. 

295 
127 
365 
128 
124 
173 
2S1 
199 
172 
150 
185 
230 


0.47 
.54 

1.10 
.60 

1.09 
.89 
.81 
.43 
.90 
.81 
.N) 
.97 
.78 


Fifth- 
cla.ss  rate, 


Cents. 
1.02 

.97 
1.40 

.88 
1.40 
1.60 
1.31 

1.20 
1.31 
1.40 
1.20 
1.08 


Distance. 

Oil  rate. 
Onto. 

Fifth- 
class  rate. 

Milffi. 

CerUs. 

423 

0.80 

0.82 

447 

.76 

.80 

320 

.94 

.92 

491 

.77 

.72 

288 

1.04 

.97 

250 

.96 

1.08 

1            323 

.93 

.92 

1            483 

.79 

.80 

348 

.98 

.89 

322 

.93 

.92 

338 

.89 

.89 

362 

.94 

.88 

3>^ 

.88 

.85 

This  table  shows  forcibly  the  abnormal  advantage  of  Whiting  over 
Toledo.  It  will  be  seen  that  from  Toledo  the  ton-mile  rates  on  oil  are, 
broadly  speaking,  about  the  same  as  the  ton-mile  rates  for  correspond- 
ing distances  on  lifth-class  goods;  while  the  ton-mile  rates  on  oil  from 
Whiting  are  from  20  to  over  55  per  cent  lower  than  those  on  fifth-class 
articli\s  for  corresponding  distances  under  the  Central  Freight  Associ- 
ation mileage  scale. 
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Section  15.  Discussion  of  reasonableness  of  rate  adjustments. 

The  situation  of  Illinois  is  somew  hat  different  from  that  of  most  of 
the  other  territory  covered  by  the  Central  Freight  Association,  because 
it  receives  oil  from  Whiting  by  railroads  which  are,  for  the  most  part, 
wholly  distinct  from  those  which  reach  the  more  eastern  refining  cen- 
ters.    The  same  holds  true  of  western  Indiana. 

The  traffic  manager  of  the  Standard  Oil  Company,  in  discussing  the 
mtes  into  Illinois  and  western  Indiana,  stated  that  the  railroads 
reaching  this  territory  made  a  practice  of  naming  low  rates  from 
Chicago,  not  only  on  oil  but  on  other  commodities,  in  order  to  increase 
their  traffic.  If  the  refining  of  oil  were  chiefly  confined  to  points  far- 
ther east,  it  is  claimed  tliat  the  railroads  leading  out  from  Chicago 
would  either  get  no  haul  at  all,  in  the  case  of  points  which  could  be 
reached  directly  by  the  Central  Freight  Association  lines,  or  they 
would  get  only  proportions  of  through  rates  on  oil  shipped  from  the 
east  via  Chicago  or  other  junction  points.  These  proportions  would 
necessarily  be  comparatively  low.  It  is  argued,  therefore,  that  the 
Chicago  roads  are  only  following  ordinary  business  principles  in  favor- 
ing the  local  refiner}^  because  by  this  means  they  get,  as  nearly  as 
possible,  all  the  traffic  going  into  this  territory,  and  secure  the  entire 
freight  charges  instead  of  mere  proportions. 

There  is  imdoubtedly  some  force  in  this  argument.  It  is  true  that 
on  some  other  commodities  than  oil  the  Chicago  railroads  make  rela- 
tively low  rates  into  Illinois  and  into  Indiana  in  order  to  build  up  Chi- 
cago as  a  producing  point,  and  thus  to  increase  their  traffic.  Even  if 
it  should  be  granted,  however,  that  they  have  acted  for  their  own 
interest  in  naming  low  rates  on  oil  from  Whiting  to  this  territory,  the 
question  would  remain  why  the  railroads  of  the  Central  Freight  Associ- 
ation keep  their  rates  from  competing  refining  points  so  high.  The 
natural  policy  of  these  roads  would  appear  to  be  to  lower  their  rates, 
in  order  that  their  business  into  this  territory  might  not  be  reduced  to 
a  minimum.  In  other  words,  the  normal  tendency  of  railway  competi- 
tion would  be  to  bring  about  low  rates  from  both  directions  into  terri- 
tory which  is,  in  some  measure,  natundly  tributary'  to  both  eastern 
and  western  refineries.  The  further  argument  of  the  Standard's  traffic 
manager  that  the  Central  Freight  Association  lines  keep  up  their  oil 
rates  in  general  because  they  \Vish  to  conserve  their  revenues,  and 
because  they  believe  they  have  a  natural  monopoly  of  the  oil  business, 
is  obviously  fallacious  with  respect  to  territory  which  can  be  advanta- 
geously reached  from  Whiting.  The  way  for  the  railroads  to  conserve 
their  revenues  is  to  reduce  their  rates  into  such  territory  and  thereby 
keep  their  traffic. 

It  is  difficult  to  avoid  the  conclusion  that  the  present  rate  adjust- 
ment on  oil  into  this  territory  is  due  to  the  ability  of  the  Standard  Oil 
Company  to  dictate  the  policy  of  the  railroads,  both  east  and  west,  in 


212  TRANSPORTATION   OF   PETROLEUM. 

such  manner  as  to  compel  discrimination  in  its  favor.  It  should  be 
stated,  however,  that  the  Central  Freight  Association  lines  were  quite 
possibly  unaw  are  how  low  were  the  rates  until  recently  prevailing  from 
Chicago  to  East  St.  Louis,  Alton,  Danville,  Terre  Haute,  Evansville, 
and  some  other  ]X)ints,  these  rates  having  been  kept  as  secret  as  possible. 

Section  16.  Publicity  or  secrecy  of  rates. 

Several  of  the  i-ailroads  which  transport  oil  from  Whiting  to  points 
in  Illinois  have  seen  fit  to  treat  this  as  State  business,  and  have  regu- 
larly failed  to  file  their  tariffs  on  such  shipments  with  the  Interstate 
Commerce  Commission.  These  tariffs  in  some  cases  have  read  directly 
from  Whiting,  but  in  other  cases  have  read  from  Chicago  or  junction 
points  in  Illinois  near  Chicago.  In  the  latter  cases,  however,  the 
tariffs  have  either  themselves  provided  for  the  "absorption"  by  the 
railroad  of  switching  from  Whiting,  so  that  its  i*ate  would  carry  the  oil 
through  from  Whiting  to  destination,  or  this  provision  has  been  made 
by  general  orders  and  application  sheets  covering  all  commodities. 
Whiting  and  Hammond,  Ind.,  and  two  or  three  other  points  in  the 
vicinity,  have  for  years  been  treated  by  the  mlroads  as  within  the 
Chicago  switching  limits,  and  Chicago  rates  have  applied  from  them 
in  all  c^ses  where  the  revenue  was  suflScient  to  justify  the  absorption 
of  switching  charges.  The  officers  of  the  Standard  Oih  Company  and 
of  some  of  the  railroads  say  that  the  railroads  have  in  such  cases  failed 
to  file  with  the  Interstiite  Commerce  Conmiission  tariffs  on  various 
other  commodities  as  well  as  on  oil. 

The  rates  on  oil  from  Whiting  to  Illinois  points  over  the  lines  of 
the  Chicago  and  xVlton,  the  Chicago,  Burlington  and  Quincy,  and  the 
Chicago  and  Eastern  Illinois  i^ailroads  have,  for  the  most  part,  until 
very  recently  not  been  filed  with  the  Interstate  Commerce  Commission. 
The  Chicago  and  Northwestern  and  the  Illinois  Central  have,  how- 
ever, filed  all  their  rates.  These  published  tariff  rates  of  the  Illinois 
Central  ini-lude  man}'  points  to  which  rates  were  also  named  by  the 
Alton  and  the  Chicago  and  Eastern  Illinois  in  tariffs  which  were  not 
filed  with  the  Commission.  In  many  cases  rates  in  the  unfiled  tariffs 
were  the  same  as  in  the  filed  tariffs,  and  there  was  no  secrecy  about 
them.  In  other  cases,  as  shown  elsewhere,  the  unfiled  rates  were 
secret,  and  departed  from  the  rates  filed  by  the  same  or  other  railroads. 

It  has  already  been  stated  (section  13)  that  some  of  the  oil  tai'iffs  of 
the  Chicago  and  Eastern  Illinois  Railroad  were  filed  with  the  Interstate 
Commerce  Commission. '  One  of  these  in  ])articular  named  very  low 
rates  to  certain  points  in  both  Illinois  and  Indiana.  These  tariffs,  how- 
ever, read  from  Dolton,  an  unfamiliar  junction  point,  and  did  not,  on 
their  face,  apply  from  ("hicago,  and  it  has  been  pointed  out  that  a 
Chicago  shipper,  who  recently  incjuired  for  rates  from  Chicago,  waa 
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quoted  rates  much  higher  than  those  from  Dolton.  This  same  shipper 
at  another  time  was  temporarily  refused  the  benefit  of  other  low  rates 
from  Dolton,  even  when  he  had  ascertained  their  existence,  although' 
later  the  railroad  allowed  him  these  rates  from  Chicago.  Some  of 
these  low  rates  of  the  (Chicago  and  Eastern  Illinois  have  been  advanced 
sinc«  the  Bureau  called  attention  to  them. 

As  is  more  fully  shown  in  Chapter  VII,  moreover,  the  oil  rates  from 
Whiting  to  East  St.  Louis  and  Alton,  as  well  as  to  some  western  Indiana 
points,  were,  beyond  question,  secret,  as  well  as  exceptionally  low  and 
discriminatory.  In  the  same  chapter  will  be  found  some  further  refer- 
ence to  the  policy  of  the  railroads  in  failing  to  publish  tariffs  on  oil 
from  Whiting  to  Illinois  points. 

VI.  COKCIiXJSIOK. 

Section  17.  General  comparison  of  rates  in  the  Central  Freight  Associa- 
tion territory. 

It  has  been  shown  beyond  question  in  this  chapter  that  the  Standard 
Oil  Cou\pany's  refinery  at  Whiting,  Ind.,  has  been  unduly  favored  by 
the  railroads  against  the  competing  refineries  at  Toledo,  Cleveland, 
and  Pittsburg.  This  discrimination  has  existed  in  more  or  less  marked 
degree  with  respect  to  practically  all  the  territory  into  which  the 
Standard  Oil  Company  has  any  occasion  to  ship  large  quantities  of  oil 
from  Whiting,  including  southwestern  Ohio,  large  portions  of  Indiana 
and  Michigan,  and  all  of  Illinois.  While  some  rates  from  Whiting  have 
been  advanced  since  the  Bureau's  investigation,  man}'  important  dis- 
parities still  exist. 

Essentially  the  same  rate  adjustments  which  exist  with  respect  to 
the  three  independent  refining  points  just  mentioned  exist  also  with 
respect  to  Findlay  and  Marietta,  Ohio,  and  with  respect  to  the  refin- 
ing points  in  northwestern  Pennsylvania.  Generally  speaking,  the 
rates  from  Findlay  are  the  same,  or  nearly  the  same,  as  the  mtes  from 
Toledo,  and  the  rates  from  western  Pennsylvania  refineries  the  same 
as  the  rates  from  Pittsburg.  The  rates  from  Marietta  to  points  in 
Indiana  and  Illinois  are  usually  the  same  as  the  rates  from  Cleveland, 
while  to  northern  Indiana  and  Michigan,  on  account  of  the  greater 
distance,  the  Marietta  rates  are  considerably  higher  than  those  from 
Cleveland. 

That  the  comparisons  for  selected  points  which  have  been  presented 
in  this  chapter  are  fairly  typical  of  the  conditions  in  the  territory  as  a 
whole  may  be  seen  by  the  more  extended  tables  appended  to  the 
present  section.     These  tables  are  as  follows: 

Cornpardtive  rates  on  petroleuia  and  its  products  from  Whiting^ 
Toledo^  CUfiyda/nd^  and  Pittshxirg^  with  distances  and  revenue  per  ton 
H.  Doc.  812, 5^1 16 
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per  rnile^  190^,, — This  table  includes  9  points  in  Ohio,  12  points  in 
Michi^n,  14  points  in  Indiana,  and  12  points  in  Illinois;  also  Louis- 
ville, Ky.  An  examination  of  this  taible  will  show  that  in  almost  every 
case  the  rates  from  Whiting  are  more  favorable,  when  the  distances 
are  taken  into  account,  than  the  mtes  from  any  of  the  other  refining 
points;  particularly  in  view  of  the  principle  that,  ordinarilj^  rates  per 
mile  should  be  less  for  long  hauls  than  for  short  hauls  in  the  same 
territory. 

GompartHon  of  oil  rates  and  jlft/t-cl<ifift  raten  from  Whiting^  Toledo,^ 
Clei'eland^  PltUhurg^  and  Marietta  to  j^oints  in  Ohio^  Indiana^  Michi- 
gan^ and  lUlmn^^  lOOJf,. — This  table  includes  a  somewhat  larger  num- 
ber of  points  than  the  other.  It  shows  that  in  almost  every  case  the 
oil  rates  from  Whiting  are  considerably  below  the  fifth-class  rates. 
The  oil  rates  from  Toledo,  Cleveland,  and  Marietta  are  also,  in  most 
cases,  lower  than  the  fifth-class  rates,  but  the  ditference  is  decidedly 
less  than  in  the  rates  from  W^hiting.  The  rates  on  oil  from  Pittsburg 
are  in  most  instances  higher  than  the  fifth-class  mtes  by  from  1  to  3 
cents  per  hundred.  The  columns  comparing  the  oil  rates  from  inde- 
pendent refining  points  with  those  from  Whiting,  as  measured  by  fifth- 
class  rates,  are  particular!}'  significant.  These  columns  are  computed 
by  subtracting  from  the  amount  by  which  the  oil  rate  from  W^hiting  is 
lower  than  the  fifth-class  rate  the  amounts  by  which  the  oil  rates  from 
other  points  are  lower  than  the  fifth-clavSs  rates,  or  by  adding  the 
amounts  by  which  the  oil  rates  from  such  points  are  higher  than  the 
fifth-class  rates  where  this  is  true. 

It  will  be  seen  that  Whiting  has  uniformly  a  material  advantage 
over  all  the  other  refining  points  in  oil  rates  as  measured  by  fifth-class 
rates.  The  apparent  exception  in  rates  to  a  few  Ohio  points  should 
be  disregarded,  because  the\'  are  found  only  where  the  Standard  has 
no  occasion  to  ship  from  Whiting.  It  has  been  fully  show^n  in  the 
discussion  of  the  several  portiotis  of  the  territory  that  in  general  there 
is  no  sufticient  ground  for  these  differences  in  favor  of  Whiting.  On 
the  contrary,  in  most  instances,  the  principle  of  comniodit\'  rate  making 
would  apparetitly  lead  the  railroads  to  make  relatively  even  lower  rates 
on  oil,  in  comparison  with  fifth-class  goods,  from  the  more  easterly 
refining  i)oints  than  from  Whiting. 

Changes  since  1SS7  In  rates  on  lietroleum  and  its  pre>d\ict  from  Whit- 
i?ig^  Linia^  Toledo^  Cfcvcfand^andJ\'ttshurgtoj)ointifin'  Central l^r eight 
jUaoeiation  tfTrtto?*y.—  ThiH  table,  covering  the  same  destinations  as  the 
first,  shows  that  in  no  case  were  the  nites  from  Whiting  advanced 
during  this  period  until  toward  the  close  of  1905  or  the  beginning  of 
I90r»,  when,  doubtless  largely  as  a  result  of  the  investigations  of  the 
Bureau,  the  rates  to  Michigjin  points  and  to  certain  northern  and 
western  Indiana  points  were  mcreased      On  the  other  hand,  the  rntes 
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from  Toledo  were  quite  generally  advanced  in  1891,  while  in  1900 
there  was  an  increase  of  approximate!}^  20  per  cent  in  the  oil  rates 
from  Toledo,  Cleveland,  and  Pittsburg  alike  to  practically  the  entire 
western  part  of  the  Central  Freight  Assoc?iation  territory.  This 
increase  was  in  most  cases  2  cents  per  hundred  pounds.  It  is  true 
that  about  the  time  when  this  advance  of  1900  was  made  the  Central 
Freight  Association  lines  raised  their  west- bound  rates  on  many  other 
articles;  but  this  advance  on  oil,  in  the  face  of  the  unchanged  low 
rates  from  Whiting,  was  not  only  unjust  to  eastern  refiners  but  also, 
apparently,  injurious  to  the  interests  of  the  railroads  themselves. 

COMPARATIVE  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS,  CARLOADS,  FROM  PITTS- 
BURG, PA.,  CLEVELAND  AND  TOLEDO,  OHIO,  AND  WHITING,  IND.,  TO  POINTS  IN  CEN- 
TRAL  FREIGHT  ASSOCLVTION  TERRITORY,  IN  OHIO,  MICHIGAN,  INDIANA,  AND  ILLINOIS, 
AND  TO  LOUISVILLE.  KY.,  1904. 

[NoTK.— Ilttsburg  rates  also  apply  from  Oil  City  and  other  western  Pennsylvania  refining  points,  and 
Toledo  rates  in  general  apply  from  Findlay  and  Lima,  Ohio.  Minus  signs  show  difTerence  in  rate 
against  Whiting.] 
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COMPARATIVE  RATES  ON  PETROLEUM  AND  ITS  PRODCCTS.  CARLOADS.  FROM  PITTS. 
Bt'RO,  TA.,  CLKVEL-^ND  ASD  TOLEDO,  OHIO,  AND  WHITING,  IND.,  TO  POINTS  IN  CEN- 
TRAL FREIGHT  AESOa ATIOX  TERRITORY,  IN  OHIO,  MICHIGAN,  INDIANA.  AND  ILLINOIS, 

AKI>  TO  LoriFVirXE,  KY    1904— CimciniU'fl. 

[Ncrrc^— PittiibiiTf?  rAte?«  aIu  »pplj  from  CHt  Citj  and  other  western  PennitTlvania  refining  point**,  and 
Toledo  mteci  fn  ^i^ni^nil  Apply  frdiD  FlndUy  and  Lima,  Ohio.  Minos  gfgns  show  difference  in  rate 
1  WhiUnjf.t 
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COMPARATIVE  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS,  CARLOADS,  FROM  PITTS- 
BURG, PA..  CLEVELAND  AND  TOLEDO,  OHIO,  AND  WHITING,  IND.,  TO  POINTS  IN  CEN- 
TRAL FREIGHT  ASSOCIATION  TERRITORY,  IN  OHIO,  MICHIGAN,  INDIANA,  AND  ILLINOIS, 
AND  TO  LOUISVILLE,  KY.,  1904-<3ontlniied. 

[Note.— Pittsburg  rates  also  apply  from  Oil  City  and  other  western  Pennsylvania  refining  points,  and 
Toledo  rates  in  general  apply  from  Findlay  and  Lima,  Ohio.  Minus  signs  show  difference  in  rate 
against  Whiting.] 
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1?BANSWETATI0K   0^  1»BTB0LEUM. 


MOVEMENT  OF  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS,  CARLOADS,  FROM  WHITINC, 
IND..  TOLEDO,  LIMA,  AND  CLEVELAND.  OHIO,  AND  PITTSBURG,  PA.,  I887"-1906.a 

[Rates  in  cents  per  hundred  pounds,  except  as  noted.] 
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"Woiphtof  barrel  of  bulk  oil  in  tank  cars  in  ixs?  was  usually  fixed  arbitrarily  at  315  pounds;  a 
barrel  of  oil  in  the  wood  was  UNually  cntrried  on  actual  weluhl.  liveraKC  about  890  pounds.  i»n»ent 
arbitrary  weights  are:  iu  tank  cars,  320  ixiuuds  per  barrel;  iu  wood,4U0  pounds  per  Darrcl. 

t>  Rate  ill  ccnis  per  barrel,  iu  barrels. 

cRate  in  imnXa  per  barrel,  in  tanks. 
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MOVEMENT  OF  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS,  CARLOADS.  FROM  WHITING, 
IND.,  TOLEDO,  LIMA.  AND  CLEVELAND,  OHIO,  AND  PITTSBURG,  PA.,  1887-1906*— Cont'd. 

[Rates  in  cents  per  hundred  pounds,  except  as  noted.] 
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a  Weight  of  barrel  of  bulk  oil  In  tank  cars  In  1887  was  u.sually  fixed  arbitrarily  at  315  pounds:  a 
barrel  of  oil  in  the  wood  was  usually  carried  on  actual  welKhl.  average  about  390  pounds.  Present 
arbitrary  weights  are:  In  tank  cars,  320  iKjunds  per  barrel;  in  wood,  400  pounds  per  barrel. 

bRate  in  cents  per  barrel,  In  barrels. 

<^Rate  in  cents  per  barrel,  In  tauk^. 
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TBANSPOBTATION   OP  PETBOLEUM. 


MOVEMENT  OP  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS,  CARLOADS.  FROM  WHITING. 
IND.,  TOLEDO,  LIMA,  AND  CLEVELAND,  OHIO.  AND  PITTSBURG.  PA.,  1887-1906 a— Cont'd. 

[Rates  in  cents  per  hundre<i  iK)und.s.  ex(!ept  as  noted.] 
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"Weight  of  barrel  of  bulk  oil  in  tank  rars  in  1>>«7  was  usually  fixed  arbitrarily  at  315  pounds;  a 
barrel  of  oil  in  the  wo<h1  was  usually  eurrieM  on  aelual  weipht,  averape  at)Out  890  pounds.  Present 
arbitniry  weights  are:  in  tank  ears,  320  imuhhIs  per  tiarcel;  in  wo(k1,  400  pounds  per  barrel. 

h  Rate' ill  cents  per  barrel,  in  barrels. 

c  Rate  in  cents  ner  barrel,  in  tanks. 

if  Applicable  only  to  local  shipments  up  to  1897;  thereafter  to  shipments  destined  beyond  also. 
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MOVEMENT  OP  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS,  CARLOADS,  PROM  WHITING, 
IND.,  TOLEDO,  LIMA.  AND  CLEVELAND,  OHIO,  AND  PITTSUURG,  PA.,  1887-1906 a— Cont'd. 

[Rates  in  cents  per  hiindrcKl  poundH,  except  as  noted.] 
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aWei^Iit  of  barrel  of  bulk  oil  in  tank  ears  in  1H87  was  usually  fixed  arbitrarily  at  815  pound*;  a 
barrel  of  oil  In  the  wood  was  usually  carrit'tl  on  actual  weiKbt,  averauc  alxait  390  ptmnds.  Present 
arbitrary  weights  are:  in  tank  cars.  82«)  ix)unds  per  barrel;  in  wood,  400  pounds  per  barrel. 

frRate  in  cents  per  barrel,  in  barrels. 

cRate  in  cents  per  barrel,  in  tankH. 
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MOVEMENT  OF  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS,  CARLOADS,  FROM  WHITING, 
IND.,  TOLEDO,  LIMA,  AND  CLE\'ELAND,  OHIO,  AND  PITTSBURG,  PA.,  1887-1906 a— Cont'd. 

[Rates  in  cents  per  hundred  poundR,  except  as  noted.] 
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"WfiK'lit  (»f  barri-1  nf  bulk  oil  in  tank  tars  in  ISST  was  ii«.tially  fixt'd  arbilrnrilyat  315  pounds:  a 
barrt'l  (»f  nil  in  the  wood  was  u>iuaUy  oirrifd  on  actual  w«'ij?ht,  avomge  about  390  pound.s.  Present 
arbitrary  uoiKbt.s  are:  in  tank  cars,  320  i)i»un<i>  imt  barrel:  in  wcK>d,  4t)0  pounds  per  Darrel. 

'»  Hate  in  <'entM  per  barrel,  in  barrels. 

'*  Kate  in  cents  j»«'r  barrel,  in  tanks. 

''To  north  .side  of  river;  one-half  cent  more  to  I..ouisville  f«)r  lo<al  u.«*e. 


CHAPTER  V. 

WESTERN  AND  UTORTHWESTERIT  8TATE8. 

I.  QENEBAIi  CONDITIONS  OF  OIL  TRANSPORTATION. 

Section  1.  Source  of  oil  supply. 

The  present  chapter  relat<is,  broadly  speaking,  to  the  West  and  the 
Northwest  as  distinguished  from  the  Southwest.  The  territory  cov- 
ered lies  west  and  north  of  a  line  drawn  from  Chicago  to  St.  Louis^ 
and  extending  thence  westward  to  the  Pacific  coast.  A  separate  chap- 
ter discusses  the  transpoilation  of  oil  in  and  from  Kansas,  and  another 
chapter  the  transportation  of  oil  in  and  from  California. 

It  should  be  borne  in  mind,  however,  that  until  a  few  years  ago  oil 
was  not  produced  in  any  large  quantities  in  Kansas  or  California,  and 
pi-actically  the  entire  West  received  its  petroleum  products  from  east- 
ern refineries.  Indeed,  up  to  1904,  refined  products  derived  from 
Kansas  oil  were  not  very  widely  distributed,  the  territory  supplied  being 
chiefly  in  the  State  of  Kansas.  The  opening  of  the  large  refinery  of  the 
Standard  Oil  Company  at  Sugar  Creek, Mo.,  near  Kansas  City,  toward 
the  close  of  1904,  and  the  enlargement  during  the  same  year  of  the 
production  of  refined  oil  at  its  refinery  at  Neodesha,  Kans.,  has  led  to 
a  very  considerable  extension  of  the  area  supplied  largely  with  Kan- 
sas oil. 

This  chapter  is  chiefly  concerned  with  the  conditions  prevailing 
during  and  prior  to  1904,  and  therefore  contains  a  full  discussion  of 
the  rates  from  Whiting  and  from  points  farther  east  into  the  western 
territory  generally,  without  regard  to  Kansas  as  a  source  of  supply. 

For  the  past  few  years  the  refined  oil  sold  by  the  Standard  Oil  Com- 
pany on  the  Pacific  coast  has  come  chiefly  from  California  crude,  though 
formerly  it  came  almost  wholly  from  the  East.  California  crude  oil 
yields  very  little  naphtha,  and  hence  there  is  still  a  very  large  ship- 
ment of  this  product  from  the  East,  so  that  the  railroad  rates  are  still 
a  matter  of  some  importance. 

A  glance  at  the  maps  opposite  pages  54  and  57  of  this  report  will  show 
the  situation  of  the  eastern  refineries  with  respect  to  the  western  and 
northwestern  territory,  with  which  this  chapter  deals.  It  will  be  seen 
that  the  great  refinery  of  the  Standard  Oil  Company  at  Whiting,  Ind., 
just  outside  of  Chicago,  is  much  nearer  to  this  section  than  any  important 
competing  refinery.  The  only  independent  refinery  west  of  Chicago 
in  1904,  except  in  Texas  and  California,  was  that  at  Humboldt,  Kans., 
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which  was  exceedingly  small.    The  main  center  of  the  competing 
refining  industry  is  still  in  Ohio  and  western  Pennsylvania. 

The  present  discussion,  therefore,  consists  chiefly  of  a  comparison  of 
the  rates  from  Whiting  with  the  rates  from  refining  points  in  Ohio  and 
Pennsylvania.  For  this  purpose  it  is  sufficient  for  the  most  part  to 
consider  only  the  rates  from  the  independent  refineries  at  Toledo, 
Cleveland,  and  Pittsburg.  The  indiependent  refinery  at  Findlay,  Ohio, 
takes  the  same  rates  into  this  territory  as  Toledo;  those  at  Marietta 
take  the  same  rates  as  Cleveland,  and  those  at  Oil  City,  Warren,  and 
other  western  Penhsylvania  towns  take  the  same  rates  as  Pittsburg. 

Section  2.  Absence  of  through  rates  or  prorating  arrangements. 

The  fundamental  fact  with  respect  to  the  transportation  of  petro- 
leum products  from  eastern  refineries  into  the  West  is  the  absence  of 
through  rates  or  of  proportional-rate  combinations.  From  all  refining 
points  east  of  Whiting  the  rates  are  made  by  the  addition  of  the  full 
local  rates  of  the  eastern  lines  from  such  refining  points  to  Chicago,  or 
some  other  western  gateway,  and  the  full  local  rates  from  that  point 
to  destination.  The  local  rates  to  all  these  gateways  are  rather  high, 
and  the  independent  refiners  are  therefore  at  a  marked  disadvantage 
in  competing  with  the  Standard  Oil  Company's  refinery  at  Whiting. 

On  practically  all  commodities  except  oil,  prorating  arrangements 
exist  between  the  eastern  and  the  western  lines,  by  which  the  through 
rates  from  the  East  to  a  large  part  of  the  area  west  of  Chicago  are  materi- 
ally lower  than  the  sum  of  the  local  rates  to  Chicago  and  thence  west. 
If  the  railroads  would  prorate  on  oil  as  they  do  on  other  commodities, 
the  position  of  the  competitors  of  the  Standard  Oil  Company  would  be 
much  improved. 

To  minimize  the  importance  of  this  arrangement  to  the  Standard  Oil 
Company,  its  officers  state  tliat  it  ships  very  large  quantities  of  petro- 
leum products  from  its  plants  east  of  Chicago  into  the  West,  paying 
the  same  freight  rates  as  other  refiners.  This  is  true,  but  the  East 
furnishes  onl}'^  a  small  proportion  of  the  Standard  Oil  Company's 
shipments  into  the  western  territory,  and  a  large  proportion  of  what 
it  does  furnish  consists  of  the  more  valuable  products  of  petroleum, 
on  which  a  difference  in  freight  rates  is  less  important  than  on  ordi- 
nary refined  oil.  Thus  the  great  lubricating  oil  works  of  the  Standard 
Oil  Company,  at  Franklin,  Pa.,  and  Rochester,  N.  Y.,  ship  large  quan- 
tities of  high-grade  lubricants  into  the  West.  These  are,  for  the  most 
part,  not  to  be  considered  competitive  proilucts.  The  oils  manufactured 
by  the  Galena  Works,  at  Franklin,  arc  chiefly  intended  for  railroad  use, 
and  the  Standard  Oil  Company  has  a  virtual  monopoly  of  this  business. 

The  Standard  Oil  Company  also  ships  considerable  quantities  of 
gasoline  from  its  eastern  refineries  into  the  West,  for  reasons  already 
suggested  in  Chapter  I  (p.  50).     The  total  volume  of  gasoline  ship- 
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ments  is,  however,  much  less  than  that  of  refined  oil,  and  the  value  of 
gasoline  during  recent  years  has  been  considerably  greater  than  that 
of  illuminating  oil  of  ordinary  gi-ades,  so  that  it  is  less  affected  by 
freight  charges. 

The  traffic  manager  of  the  Standard  Oil  Company  states  that 
during  1905  the  refineries  of  the  Standard  Oil  Company  at  Pitts- 
burg and  Franklin,  Pa.,  shipped  more  than  1,000  carloads  of  refined 
illuminating  oil  to  Chic^-go,  St.  Louis,  and  points  farther  west.  This 
is  a  large  quantity,  approximating  probably  100,000  barrels.  Never- 
theless, it  is  only  a  small  fraction  of  the  oil  produced  by  these  two 
plants,  which  was  over  900,000  barrels  in  1904,  and  it  bears  a  very 
much  smaller  ratio  still  to  the  output  of  the  Whiting  refinery,  which 
in  the  same  year  was  more  than  2,900,000  barrels.  Furthermore,  the 
refined  oil  thus  shipped  into  the  West  consists,  in  considerable  meas- 
ure at  leiist,  of  exceptionally  high  grade  brands,  for  which  there  is  a 
special  demand  on  the  part  of  some  consumers,  and  which  can,  there- 
fore, better  afford  to  pay  high  freight  rates  than  common  illuminating 
oil  can.  It  is  impossible  to  produce  as  fine  illuminating  oil  from  the 
Lima  cnide,  which  is  used  at  the  Whiting  works,  as  from  the  Penn- 
sylvania crude,  and  the  fancy  brands  have,  therefore,  to  be  manufac- 
tured largely  in  the  East. 

Section  3.  Eates  from  eastern  refineries  to  Chicago,  Peoria,  and  East  8t. 
Louis. 

As  has  been  stated,  the  rates  from  eastern  refineries  to  most  points 
in  the  West  are  made  up  by  combining  the  full  local  tariff  rates  from 
these  refining  points  to  the  western  gateways  with  the  full  local  rates 
from  such  gateways  to  destination.  Except  for  small  areas  near  the 
several  gateways,  the  combination  rates  from  point  of  origin  to  final 
destination  are  the  same  by  whichever  gateway  the  traflic  moves.  This 
is  true  not  only  of  oil  but  of  other  commodities.  The  most  important 
gateway  to  the  West,  of  course,  is  Chicago;  but  others  which  are 
frequently  used  are  Peoria  and  East  St.  Louis. 

The  following  table  shows  the  itites  from  Toledo,  Cleveland,  and 
Pittsburg  to  each  of  these  throe  gateways: 

OIL  RATES  AND  FIFTH-CLASS  RATES  FROM   TOLEDO,  CLEVELAND.  AND   PITTSBURG  TO 

CHICAGO,  PEORIA.  AND  EAST  ST.  LOUIS. 

[Rates  in  cents  per  hundred  ix)unds.] 


From        !         Fn^m        I        From 
Toledo.       1    Cleveland.    ,    Pittsburg. 


^*^  I  Oil   I   ^'^^^  \  Oil   I  Fif'^ 

'  ra  e      ^^^^^     mil     ^''"«^ 
^^^^'  I    rate.    I  ^^^'     rate. 


Chicago 12  '  IS     11.6  I      15         19.6  18 

Peoria '      15  1  16  !  17.5  |      17.5     22.5  20.6 

£a8tSt.Louifl '      17  I  IM  I  19.5  I      19.5  I  24.5  I        22.6 


Oil 
rate. 


Fifth 
clai«8 
rate. 
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The  oil  rates  shown  in  this  table  are  relatively  high.  This  fact  may 
be  appreciated  by  comparison  with  the  fifth-class  rates.  Oil  is  a  much 
cheaper  commodity  than  most  of  those  covered  by  the  fifth  class  of  the 
Official  Classification.  It  will  be  remembered  that  when  the  Official 
Classification  was  first  adopted,  in  1887,  oil  in  tank  cars  was  for  a  short 
time  put  in  the  sixth  class.  Not  a  few  of  the  commodity  oil  rates  in 
the  northeastern  territory  are  considerably  lower  than  fifth  class,  while 
the  rates  from  Whiting  to  the  east,  south,  and  southwest  are  very  much 
lower  on  oil  than  on  most  of  the  commodities  which  constitute  the 
fifth  class  under  the  Official  Classification. 

The  oil  rate  from  Toledo  to  each  of  the  western  gateways  is  1 
cent  lower  than  the  fifth-class  rate.  The  oil  rate  from  Cleveland  to 
Chicago  is  only  one-half  cent  under  the  fifth-class  i-ate,  and  to  Peoria 
and  East  St.  Louis  the  same  as  the  fifth-class  rate.  The  oil  rate  from 
Pittsburg  is  in  every  case  1^  or  2  cents  higher  than  the  fifth-class  rate. 
Pittsburg  is  therefore  at  a  special  disadvantage  .on  shipments  for  the 
West. 

The  rates  from  Whiting  to  the  West  (not  including  the  Southwest) 
are  quite  high,  oil  being  in  most  cases  taken  at  the  fifth-class  rate 
of  the  Western  Classification.  But  in  shipments  to  all  western  terri- 
tory not  in  the  immediate  vicinity  of  Peoria  or  East  St.  Louis  the 
independent  refiners  are  nevertheless  at  a  disadvantage  in  comparison 
with  Whiting  equal  to  the  full  amount  of  their  freight  jto  Chicago.  The 
Standard  Oil  Company  at  Whiting  can  well  afford  to  pay  high  rates 
so  long  as  its  competitors  have  to  pay  a  heavy  local  charge  in 
addition. 

The  competitor  at  Toledo  or  Findlay  is  at  a  disadvantage,  as  com- 
pared with  the  Standard,  of  12  cents  a  hundred  ix)unds,  the  competitor 
at  Cleveland  at  a  disadvantage  of  14i  cents,  and  the  competitor  at 
Pittsburg  or  any  other  western  Pennsylvania  point  at  a  disadvantage 
of  Vi)^  cents — in  each  case,  of  course,  minus  any  difference  which  may 
exist  in  his  favor  with  regard  to  the  cost  of  obtaining  his  crude  oil.  This 
difference*  as  to  crude  oil  is  small.  The  entire  cost  of  piping  crude  oil 
through  the  trunk  lines  from  the  Lima  field  to  Whiting  can  scarcely 
exceed  2  or  3  cents  per  hundred  pounds. 

This  difference  in  freight  rates  is  not  wholly  justified,  on  the  usual 
principles  of  rate-making,  by  the  favorable  location  of  the  Wniting 
refinery.  Even  with  respect  to  the  local  Chicago  market,  where,  of 
course,  there  is  no  (juestion  of  prorating,  it  would  appear  that  the 
east<n*n  refineries  are  put  at  an  unnecessary  disadvantage.  The  natural 
policy  of  the  Central  Freight  Association  lines  would  be  to  make  rel- 
atively h)W  rates  from  eastern  refining  points  to  the  great  market  of 
Chicago,  in  order  in  some  measure  to  aid  the  refiners  at  such  points  to 
get  into  the  Chicago  market  in  competition  with  the  local  refinery. 
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This  policy  would  not  only  benefit  eouipeting  concerns,  but  would 
increase  the  revenues  of  the  railroads."  By  keeping  up  high  rates  to 
Chicago  they  tend  to  reduce  their  oil  traffic  to  a  minimum.  The 
Whiting  refinery  does  not  aff'ord  a  traffic  of  any  great  importance 
to  the  Lake  Shore  and  Michigan  Southern,  the  Pennsylvania,  and 
other  Centnil  Freight  Association  lines;  its  shipments  toward  the  east 
cover  a  very  limited  territory.  Instead,  therefore,  of  building  up  the 
Whiting  refinery  by  aiding  it  to  supply  the  entire  Chicago  market,  the 
self-interest  of  the  railroads  would  s(»em  to  demand  that  they  should 
favor  the  eastern  refining  points  by  lowering  oil  nites  to  Chicago. 

The  rate  on  oil  from  Whiting  east  to  Toledo  was,  until  very  recently, 
10  cents  per  hundred  pounds,  or  2  cents  less  than  the  rate  from  Toledo 
to  Chicago.  If  the  railrojxds  could  atford  to  make  a  10-cent  rate  on  oil 
east,  they  could  apparently  atford  to  make  a  10-cent  rate  west. 

The  rate  on  oil  from  Cleveland  to  Cinciimati  is  2i^  cents  lower  than 
the  fifth-ckss  rate.  If  the  railroads  can  afford  to  carry  oil  below  the 
fifth-class  rate  to  a  point  where  the  Standard  Oil  Company'  has  no 
natural  advantage,  they  ought,  it  would  seem,  to  carry  oil  at  hnist  as 
much  below  the  fifth-class  rate  from  Cleveland  and  Pittsburg  to 
Chicago. 

The  railroads  leading  west  from  Rttsburg  and  other  western  Penn- 
sylvania refining  points  make  lates  on  oil  as  low  as  fifth-class  rates  to 
many  points  in  Ohio.  As  C'hicago  is  approached,  however,  the  rate 
is  raised  1^  cents  above  fifth  class.  B}^  thus  relatively  mising  the  oil 
rate  the  railroads  tend  to  destroy  their  traffic  to  the  great  market  of 
Chicago  and  the  territorv  beyond.  Instead  of  making  oil  rates  from 
Pittsburg  and  vicinity  to  Chicago  higher  than  fifth-class  rates,  the 
normal  policy  of  the  railroads  would  seem  to  suggest  making  them 
lower. 

The  argument  advanced  b}^  the  traffic  manager  of  the  Standard  Oil 
Company,  that  the  eastern  railroads  have  kept  up  their  oil  rates 
toward  the  west  because  they  are  jealous  of  their  oil  revenues,  does 
not  seem  to  accord  with  the  actual  situation.  To  reduce  their  rates 
on  oil  into  the  West  would  probably  increase  both  their  gross  and 
their  net  revenues.  So  long  as  the  Central  Freight  Association  lines 
had  a  virtual  monopoly  of  the  oil  traffic,  by  reason  of  the  fact  that 
the  only  refineries  were  situated  in  their  territory,  they  could  wisely, 
from  their  own  standpoint,  keep  oil  rates  high;  but  when  a  great  plant 
was  established  at  the  western  terminus  of  their  lines  their  natural 
monopoly  disappeared,  and  they  could  no  longer  profit  by  keeping  up 
their  oil  rates. 

The  failure  of  the  western  lines  to  prorate  on  oil  is  more  fully  dis- 
cussed in  section  7.  If  it  be  granted  that,  despite  the  disadvantage  to 
the  independent  refiners,  the  western  railroads  are  justified  in  their 
H.  Doc.  812,  59-1 17 
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action  on  the  ground  that  it  may  tend  to  increase  their  revenues,  the 
question  may  still  be  raised  whether  the  eastern  lines  might  not,  with 
gain  to  themselves,  offset  in  part  the  disadvantage  under  which  the 
refiners  further  east  are  placed.  They  could  do  this  by  reducing 
their  rates  on  oil  to  western  gateways;  or,  if  the  present  rates  were 
maintained  on  oil  shipped  to  such  points  for  local  consumption,  they 
could  make  lower  proportional  rates  applicable  only  on  shipments  to 
such  gateways  when  destined  for  points  be^^ond. 

Section  4.  Effect  of  the  absence  of  prorating  on  rates  to  the  Middle  West. 

The  effect  of  the  absence  of  provision  for  prorating  on  oil  shipped 
from  eastern  refining  points  into  the  West  may  be  measured  in  two 
different  wa^^s.  In  the  first  place,  the  actual  oil  rates,  based  on  the 
combinations  of  locals  east  and  west  of  Chicago  and  similar  gateways, 
may  be  compared  directly  with  the  fifth-class  rates  to  the  same  final 
destinations  made  under  prorating  arrangements.  In  making  such  a 
comparison  it  would  be  assumed  that  the  oil  rates  ought  to  be  the  same 
as  the  fifth-class  rates  under  the  Official  Classification.  As  a  matter  of 
fact,  as  was  shown  in  the  preceding  section,  the  local  oil  rate  from 
Toledo  to  western  gateways  is  1  cent  less  than  the  fifth-class  rate,  while 
from  Pittsburg,  Oil  City,  and  similar  territory  the  oil  rate  is  H  or  2  cents 
above  the  fifth-class  rate.  A  .second  method  of  estimating  the  effect  of 
the  failure  to  prorate  would  be,  therefore,  to  assume  that  the  same 
differentials  between  oil  and  fifth  class,  which  exist  in  the  present  local 
rates  to  Chicago,  Peoria,  and  East  St.  Louis,  would  appear  also  in  rates 
to  points  beyond  under  prorating  agreements. 

As  has  been  stated,  the  western  roiids  prorate  on  classified  articles, 
and  also  on  practically  all  special  commodities  except  oil,  shipped  from 
eastern  points  like  Toledo,  Cleveland,  and  Pittsburg  to  points  on  their 
lines.  They  make  through  rates  in  conjunction  with  the  eastern  rail- 
roads to  points  on  or  east  of  the  Mississippi  River.  Rates  lieyond  the 
Mississippi  River  are  based,  on  combinations  made  at  the  river. 

The  rates  from  the  East  to  points  on  the  east  bank  of  the  Missis- 
sippi, except  East  St.  Louis,  on  commodities  destined  beyond  the  cities 
immediatel}'^  on  the  west  bank  of  the  river,  arc  lower  than  the  rates  to 
the  east  bank  for  local  consumption.  In  other  words,  there  are  "  pro- 
portional rates"  applying  to  the  east  bank  of  the  river,  intended  only 
for  business  going  beyond.  The  difference  between  the.  proportional 
rates  and  the  local  rates  from  points  east  of  Chicago  to  the  Missis- 
sippi River  is,  in  general,  on  fifth-class  commodities,  2  or  3  cents  per 
hundred  pounds.  There  are  also  proportional  rates  from  the  east  bank 
of  the  river  to  points  beyond,  applicable  only  on  business  coming  from 
east  of  Chicago,  and  lower  than  the  local  rates. 

Points  on  the  Mississippi  Riveu. — The  following  table  shows  the 
actual  rates  on  oil  and  on  fifth-class  goods  from  Toledo,  Findlay, 
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Cleveland,  Pittsburg,  and  Oil  City  to  leading  "  east-bank  "  points  on  the 
Mississippi.  It  shows  also  the  ''  west-bank"  rates,  which  apply,  under 
the  practice  of  the  railroads,  to  a  number  of  important  points  in  Illi- 
nois on  the  east  bank  as  well  as  to  Iowa  points  on  the  west.  The  oil 
rates  in  these  tables  are  all  made  up  of  combinations  based  on  Chicago, 
the  rate  from  Chicago  to  all  crossing  points  on  both  banks  of  the  Mis- 
sissippi River  between  Alton  and  the  Wisconsin  line  being  15  cents  per 
hundred  pounds. 

OIL  RATES  AND  FIFTH-CLASS  RATES  (OFFICIALCLASSIFICATION)  FROM  TOLEDO,  FINDLAY, 
CLEVELAND,  PITTSBURG,  AND  OIL  CITY  TO  MISSISSIPPI  RIVER  POINTS. 

[Rates  in  cents  per  hundred  pounds.] 


From— 


Toledo  and  Findlay 

Cleveland 

FittKburyr.  Coraopolls,  Freedom,  etc 
Oil  City,  Warren,  Bradford,  etc 


To  "east-bonk"  points 
(Keithsburgand  Carth- 
age, III.). 


Oil 
rate. 

Fifth- 
class 
rate. 

27 

^29.5 
34.5 
34.5 

21 

22.5 
25.5 
25.5 

Differ- 
ence. 


To  ••  west-bank ' '  rate  points 
(Rock  Island,  Moline, 
Savanna,  Galena,  and 
Fulton,  111.:  Burlington, 
Clinton,  Dubuque.  Daven- 
port. Fort  Madison,  and 
Keokuk,  Iowa). 


Oil 
rate. 


27 

29.5 
34.5 
31.5 


Fifth- 
class 
rate. 


24 

25.5 
28.5 
28.6 


Differ- 
ence. 


It  will  be  seen  that  the  oil  rates  to  the  two  points  on  the  east  bank 
of  the  Mississippi  River  which  take  what  are  known  as  ^^  east-bank 
rates"  are  from  6  to  9  cents  per  hundred  pounds  higher  than  the  fifth- 
class  rates.  To  the  much  more  numerous  and  important  points  taking 
west- bank  rates  the  oil  rate  is  from  3  to  6  cents  per  hundred  pounds 
higher  than  the  fifth-class  rate.  In  other  words,  if  oil  were  taken  at 
fifth-class  rates  under  prorating  arrangements,  the  independent  refiners 
would  be  able  to  get  to  all  these  Mississippi  River  points  for  from  3  to 
9  cents  per  hundred  pounds  less  than  they  actually  jmy,  and  their  posi- 
tion in  competition  with  the  Whiting  refinery  of  the  Standard  would 
be  by  so  much  bettered. 

The  following  table  shows  the  actual  oil  rates  from  the  same  points 
to  the  same  destinations,  and  the  estimated  oil  rates  which  would  exist 
under  prorating  arrangements,  if  the  same  differentials  between  oil 
and  fifth-class  commodities  were  maintained  as  are  now  maintained  to 
East  St.  Louis.  The  proportional  rates  from  the  East  to  the  Mississippi 
River  are  in  every  case  the  same  as  the  rates  to  East  St.  Louis,  that 
point  taking  the  same  rates  on  shipments  for  local  consumption  as  on 
shipments  for  beyond.  Therefore,  in  computing  what  would  be  the 
rate  on  oil  to  the  Mississippi  Riv(U',  whether  for  local  consumption  or  for 
shipment  beyond,  the  differences  between  tifth-class  rates  and  oil  rates 
from  eastern  refining  points  to  East  St.  Louis  may  be  taken  a«  basis. 
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OIL  RATES  FROM  TOLEDO.  FINDLAY,  CLEVELAND,  PITTSBURG,  AND  OIL  CITY  TO  MIS- 
SISSIPPI RIVER  POINTS,  COMPARED  WITH  ESTIMATED  RATES  UNDER  PRORATING 
ARRANGEMENTS. 

[Rates  in  cents  per  hundred  pounds.] 


From— 


To  "east-»>ank"  points  (Keith«- 
burg  and  ('arthagc,  111.). 


Actual 
oil  rate. 


Toledo  and  Findlay 27 

Cleveland I  29.5 

Pittsburg,  etc I  34.5 

Oil  Ci  ty ,  e tc I  34 . 5 


Estiroatcd 
I>n>ratinK 
oil  rate. 


20 
22.6 
27.5 
27.5 


Differ- 
ence. 


To  "west -bank"  rate  points 
(Rock  Island,  Moline.  Sa- 
vanna, Galena,  and  Pulton, 
111.:  Burlington.  Clinton. 
Dubuque.  Davenport,  Fort 
Madison,  and  Keokuk. 
Iowa). 


Actual 
oil  rate. 


27 
29.5 
34.5 
34.5 


Estimated 
prorating 
oil  rate. 


23 

25.5 
80.5 
30.5 


Differ- 
ence. 


It  will  bo  seen  that  if  the  differences  lietweeii  oil  nites  and  fifth- 
class  rates  which  now  apply  to  East  St.  I^ouis  were  applied  to  these 
other  Mississippi  River  points,  and  if  prorating  existed  on  oil,  all  the 
west-bank  rates  would  be  reduced  4  cents  and  all  the  east-bank  rates  7 
cents. 

The  rates  on  classified  commodities  from  eastern  refining  points  to 
Quincy,  111.,  and  Hannibal,  Mo.,  are  slightly  diflferent  from  the  rates 
to  the  more  northerly  Mississippi  River  cities,  but  essentially  the  same 
reductions  would  be  made  if  prorating  arrangements  were  established. 
A  comparison  of  the  actual  oil  rates,  based  on  the  combination  of  locals 
on  Chicago  or  Peoria,  to  points  in  northwestern  Illinois  not  on  the 
river,  with  through  fifth-class  rates  to  such  points,  or  with  estimate<l 
oil  rates  based  on  prorating  arrangements,  would  show  essentially  the 
.same  differences. 

Points  heyono  the  Mississippi  Rivek. — Similar  comparisons  may 
be  made  with  respect  to  points  beyond  the  Mississippi  River.  In  the 
first  place,  it  may  l>e  assumed  that  oil  would  be  carried  to  such  points 
at  fif til- class  rates,  based  on  the  combination  of  the  proportional  fifth- 
class  rates  of  the  Official  Classification  to  the  east  bank  of  the  Missis- 
sippi River  with  the  proportional  rates  on  fifth  class  of  the  Western 
Classification  from  the  east  bank  as  named  by  the  western  railroads. 
A  table  at  the  end  of  this  section  shows  this  comparison  for  a  consider- 
able number  of  points  in  Iowa.  These  points  are  divided  into  two 
groups-  those  lying  in  eastern  and  those  lying  in  western  Iowa. 
The  conditions  with  respect  to  rates  in  the  northern  half  of  Missouri 
are  very  similar  to  those  in  Iowa. 

The  ditference  between  the  oil  nites  and  the  fifth-class  rates  to  the 
western  part  of  the  State  is  much  less  than  to  the  eastern,  and  there 
would  l)e,  with  respiHt  to  that  region,  comjmnitively  little  advantage 
to  the  eastern  refiners,  except  tho.se  at  Pittsburg,  from  the  adoption 
of  a  strict  fifth-class  Imsis  with  prorating  arrangements.     The  oil  rates 
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from  Toledo  to  points  in  the  eastern  part  of  the  territory  under  con- 
sideration are  in  some  cases  slightly  lower  than  the  fifth-class  pro- 
rated rates,  and  in  general  the  difference  in  the  opposite  direction  is 
so  slight  that  Toledo  would  gain  no  advantage  by  having  oil  put  on 
the  fifth-class  basis.  From  Cleveland,  on  the  other  hand,  the  oil  rates 
to  points  in  eastern  Iowa  and  Missouri  are  in  many  cases  from  3  to  5 
cents  per  hundred  pounds  higher  than  the  fifth-class  rates.  Thus  to 
Des  Moines  the  oil  rate  is  Si  cents  above  the  class  rate.  To  Mar- 
shalltowu,  an  important  center  for  the  distribution  of  independent ' 
oil,  the  oil  rate  from  Cleveland  is  5  cents  above  the  fifth-class  propor- 
tional combination.  The  disadvantage  of  Pittsburg  is  in  every  case  2 
cents  greater  than  the  disadvantage  of  Cleveland,  the  oil  rates  ranging 
from  2i  cents  to  7  cents  above  the  fifth-class  rates. 

The  table  at  the  close  of  the  section  shows  also  the  estimated 
rates  which  would  exist  on  oil  under  prorating  arrangements,  if  the 
present  relation  of  oil  rates  to  fifth-class  rates  from  eastern  refining 
points  to  East  St.  Louis  were  maintained.  This  means  that  the  oil  rate 
from  Toledo  to  all  the  points  in  question  would  be  1  cent  lower  than 
the  present  fifth-class  rates;  the  oil  rate  from  Cleveland  the  same 
as  the  fifth-class  rates,  and  the  oil  rate  from  Pittsburg  2  cents  above 
the  fifth-class  rates.  The  table  shows  that  under  such  conditions  the 
Toledo  refiners  would  pay,  on  shipments  to  most  points  in  eastern 
Iowa,  from  1  to  4^  cents  less  than  they  now  pay,  although  in  a  few 
cases  they  would  pay  1  cent  more  than  now.  The  Cleveland  refiners 
would  pay  from  one-half  cent  to  5  cents  per  hundred  pounds  less  than 
now,  and  the  Pittsburg  refiners  the  same — the  difference  in  most  cases 
being  3  cents  or  more.  On  shipments  destined  farther  west  than  Des 
Moines,  prorating  would  affect  oil  rates  but  little  until  the  Pac^ific 
coast  territory  is  reached. 

Obviously  if,  as  would  apparently  be  proixM*  under  the  principle  of 
commodity  rate-making,  the  rates  on  oil  from  Cleveland  and  Pitts- 
burg to  the  West  were  made  lower  than  fifth-class  rates  instead  of  the 
same  or  higher,  and  if  prorating  arrangements  existed  on  this  lower 
basis,  the  position  of  eastern  refiners  would  be  still  further  improved. 
For  example,  if  the  oil  rate  from  Pittsburg  to  East  St.  Louis  were 
2  cents  under  the  class  rate,  instead  of  2  cents  over  it,  the  through  oil 
rate,  under  prorating,  from  Pittsburg  to  Des  Moines  would  be  35i^ 
cents  instead  of  the  present  48  cents.  Such  a  change  would  be  no 
more  than  a  reasonable  concession  to  the  interests  of  eastern  refiners. 
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COMPARISON  OF  ACTUAL  OIL  RATES,  FIFTH-CLASS  RATES.  AND  ESTIMATED  OIL  RATES 
UNDER  PRORATING  FROM  TOLKIK^,  FINI^L  W,  CLEVELAND,  AND  PITTSBURG  TO  POINTS 
IN  IOWA  OTHER  THAN  MlSglSSim  HTV^K  POINTS. 

[Rates  in  cents  per  hundred  pounds.    Minus  signs  indicate  difference  in  opposite  direction  from  that 

indicated  in  column  heading.] 

From  Toledo  and  Findlay.  Ohio. 


To- 


Eastern  part: 

Centerville . . . 

Chariton 

Charles  City.. 

Des  Moines... 

Fairfield 

Fort  Dodge . . . 

Iowa  City 

Marshalltown 

Ma.<v>n  City... 

Oelwein 

Oskaloosa 

Ottumwa 

Waterloo 

Webster  City . 
Western  i»art: 

Boone 

(■ouncil  Bluffs 

Creston 

RcHlOak 

Shenandoah.. 

Sioux  City  ... 


Actual  t)U 
mis. 


3f*,5 
S2 

3L 
33 
33 
32 
3.5 

36 
30 

ag 

39 


Actual 

fIfthH.Lajw 

nttc> 


U 

S5 

30.5 
S7.ft 

31 
31 

3(1  fi 
40 

10 
40 


actual  of]  .  oil  rate  oti 
p»t«  iivor  proporlton 
clfissi  rate,      al  buitin. 


S.6 
L5 
^2 

.5 

-1 

1 

-1 

0 

1 
'2 
0 

-l.fi 


ExceM  ul 

acttial  over 

e^stlmjited 

oil  rate. 


31 

3fl.5 
29 
33 
34 

dO 
31 

30 
SI 


l.fi 

-1 
i.s 

a,* 

0 

2 

0 
-I 

X 

2 

3 

I 
^  ,6 


/■'ram  Vlrivlnnd,  Ohio. 


Eastern  piirl: 

Centerville... 

Chariton 

Charles  City.. 

I>es  Moines... 

Fairfield 

Fort  Dodge... 

lowu  City 

Marshalltown 

Mason  City... 

Oelwein 

Oskaloosa 

Ottumwa 

Waterloo 

Webster  City  . 
Western  part: 

Boone  

Council  nhiffs 

Creston 

RedOalc 

Shenandoah  . 

Sioux  City.... 


88 

33 

:is 

31.5 

iM.r> 

:u 

w 

34.5 

31.5 

30.5 

39 

:is.  5 

:«.  r> 

30. 5 

3.').  f) 

30.5 

3r>.  r> 

31 

3:j.5 

30.5 

&'».r> 

30.5 

3o.  5 

30.5 

31.5 

30.5 

37. 5 

35 

38.5 

30.5 

41.5 

41.5 

40.5 

41.5 

41.5 

41.5 

41.5 

41.5 

41.5 

41.5 

3.5 
.5 
3.5 
4 


5 

1.5 

3 

5 

5 

4 

2.6 


33 

»4.5 

34 

34.5 

30.5 

38.5 

30.5 

80.5 

34 

30.5 

30.5 

30.5 

30.5 

35 

3C.5 
41.5 
41.5 
41.5 
41.5 
41.5 


5 
3.5 

.6 
3.5 
4 

.5 
3 
5 

1.5 
3 
5 
5 
4 
2.5 

2 
0 
-1 
0 
0 
0 
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C6MPARiB0^  O?  ACTUAL  OIL  RATES,  FIFTH-CLASS  RATES,  AND  ESTIMATED  OIL  RATES 
UNDER  PRORATING  FROM  TOLEDO,  FINDLAY,  CLEVELAND,  AND  PITTSBURG  TO  POINTS 
IN  IOWA  OTHER  THAN  MISSISSIPPI  RIVER  POINTS. 

[Rates  in  cents  per  hundred  pounds.    Minus  signs  indicate  difference  in  opposite  direction  from  that 

indicated  in  column  heading.] 

From  PiU^mrg,  Pa.  a 


To- 


Eastern  part: 

Centervllle 

Chariton 

Charles  City... 

Des  Moines 

Fairfield 

Fort  Dodge 

Iowa  City 

Marshalltown  . 

Mason  City 

Oelwein 

Oskaloosa 

Ottumwa 

Waterloo 

Webster  City  .. 
Western  part: 

Boone 

Council  Bluflte . 

Creston 

Red  Oak 

Shenandoah... 

Sioux  City 


Actual  oil 
rate. 


43 

43 

39.5 

43 

39.5 

44 

38.6 

40.5 

40.5 

38.5 

40.5 

40.5 

89.5 

42.5 

43.5 
46.5 
45.6 
46.5 
46.5 
46.5 


Actual 

fifth-clajts 

rate. 


36 

37.5 

37 

37.0 

33.  "S 

41.5 

33.5 

33.5 

37 

33.5 

33.5 

83.5 

33.5 


39.5 
44.6 
44.5 
44.5 
44.5 
44.5 


Excess  of 
actual  oil 
rate  over 
class  rate. 


7 

5.5 

2.5 

5.5 

6 

2.5 

5 

7 

3.5 

5 

7 

7 

6 

4.5 

4 

2 
1 
2 
2 
2 


Estimated 
oil  rate  on 
proportion- 
al basis. 


Excess  of 
actual  over 
estimated 

oil  rate. 


39.5 

39 

39.5 

35.5 

43.5 

35.5 

35.5 

39 

35.5 

35.5 

35.5 

35.5 

40 

41.5 
46.5 
46.5 
46.5 
46.5 
46.5 


5 
3.5 

.5 
3.5 
4 

.5 
3 
5 

1.5 
8 
5 
5 
4 
2.6 

2 
0 
-1 
0 
0 
0 


a  Pittsburg  rates  apply  al^o  from  most  other  western  Pennsylvania  refining  points. 

Section  5.  Eates  to  the  Northwest. 

The  failure  of  the  western  lines  to  prorate  on  oil  also  serves  to 
increase  the  oil  rate  from  eastern  refineries  to  the  Northwest,  though 
the  difference  is  somewhat  less  conspicuous  than  in  the  case  of  shipments 
to  the  territory  along  the  Mississippi  River  in  Illinois  and  Iowa.  The 
western  railroads  make  through  rates  on  classified  articles  and  on 
many  commodities  from  points  east  of  Chicago  to  the  Northwest.  Thus, 
regular  fifth-class  rates  under  the  Western  Classification  are  named  in 
the  tariffs  of  the  northwestern  lines  from  Toledo,  Cleveland,  and  Pitts- 
burg to  points  in  Wisconsin  and  to  the  junction  points  in  Minnesota. 
No  such  through  rates  are  named  on  oil,  but  the  sum  of  the  local  rate 
to  Chicago  and  the  rate  from  Chicago  on  is  charged.  The  effect  of 
this  practice  is  shown  in  the  accompanying  table,  which  merely  com- 
pares oil  rates  on  the  basis  of  fifth-class  rates,  the  latter  being  the  rates 
which  correspond  most  closely  to  the  oil  rates  west  from  Whiting,  and 
which  are  actually  applied  on  oil  in  many  cases.  The  table  shows  the 
rates  from  Whiting,  Toledo,  Cleveland,  and  Pittsburg  to  St.  Paul, 
Minneapolis,  and  Duluth,  Minn.,  Superior,  Wis.,  Ishpeming  and  Es- 
canaba,  Mich.,  and  Winona,  Minn. 
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COMl'AIUSON  OF  OIL  RATES  AND  FIFTH-<XASS  RATK8  FROM  WHITINO,  TOLEDO.  CLEVE- 
LAND, AND  I'lTrSBURG  TO  SELFXTED  I»01NT8  IN  THE  NORTHWEST. 

[Rates  in  centH  piT  hundred  poundn.] 


To  St.  I*aul  ami  MinncapoliH,  Minn. 


I 


Oil  mtf— 


Oil 
I  rate. 


Fifth-  I  ! 

cIhn*     Above  '  Below 

rate.       fifth    '  tiftli 

'  olass.  eliiw. 


I 


WhitiHK.In.l '20  20 

ToIe«l(».  Ohio 32  31 

CU'Vebnul.  <)hit»  ...    34. r>  Xl.f)  ' 

I'itt>l»ur^,  I'll 3'.).  r>  3<i.  5 


Advan- 
tage of 
Whiting 

on  a 
coini>ar- 

idon 
with  fifth 

elajff;. 


To  Winona,  Minn. 


Oil 
rate. 


18 
30 
32.  r> 


*r 


Pifth- 
clias 
late. 

Oil  rate— 

Advan- 
tage of 
Whiting 

on  a 
compar- 

ision 

with  fifth 

cla«. 

Above 
fifth 
clam. 

Below 

-fifth 

class. 

18 

28 

30.5 

33.5 

2 
2 
4 

2 
2 

I  To  Diilutli.  Minn.,  and  Superior.  Wis.        To  luhpeiping  and  Kncanaba,  Mich. 


Froui — 


Whillnf;,  Iiwl 

Tole<l(.,  Ohio 

('h;Vilan«I.  Ohio  ... 
IMttsbur^.  I'll 


Oil 
nite. 


20 
32 

31.5 
39.5  ' 


Oil  rule- 

Fifth- 
el  ii.««4 
rate. 

Above 
fifth 
eluiw. 

Below 
fifth 
elass. 

22 

.....7.. 

2 

31 

1 

:«.5 

1 

30.5 

3 

Ad  van- 

Oil  rate- 

trt^e  <»f 

1 

Whiting 

Fifth- 

1 

(»n  a 

(HI 

elais 

Above  ,  Below 

com  pa  r- 

iwm 
with  fifth 

lale. 

rale. 

fifth 

fifth 

clasB. 

clas. 

elass. 

17.5 

22 

4.5 

3 

29.5 

81 

1.6 

3 

32 

33.5 

1.6 

5 

37 

30.5 

0.5 

Advan- 
tage of 
Whiting 

on  a 
compar- 

iaon 

with  fifth 

clafB. 


It  will  bo  soon  that  Whitintj:  tnkos  the  re<^ular  tifth-class  rates  on 
shipiiuMits  to  St.  Paul,  Minnoapolis,  and  Winona.  Through  tifth-class 
rates  aro  luinied  from  Toledo,  Cleveland,  and  Pittsburg  to  these  des- 
tinations. The  oil  rates  from  Toledo,  Cleveland,  and  Pittsburg,  how- 
ever, are  hij^dier  than  lit'th-elass  rates.  To  St.  Paul  and  Minneapolis 
the  diti'erence  is  I  cent  on  shipments  from  Cleveland  and  Toledo  and 
I)  (rents  on  shipments  from  Pittsburg;  to  Winona  the  differences  are 
I  cent  greater.  If  oil,  therefore,  were  taken  at  the  regular  fifth -class 
rates  of  the  Western  Classitieation,  (^astern  refiners  would  get  into 
these  important  markets  at  rates  just  that  much  less.  Moreover. 
tliev  would  have  a  similar  reduction  in  their  charges  on  shipments 
to  a  large,  territory  in  the  Northwest  ri^ached  through  these  gateway's. 

On  shipments  from  Whiting  to  Duluth  and  Superior  the  oil  rate  is 
'2  cents  less  than  the  fifth-class  rate.  On  the  other  hand,  the  oil 
rates  fi-om  Toledo,  Cleveland,  and  Pittsburg  to  these  points  are 
from  1  to  J5  cents  higher  than  the  through  fifth-class  rate  named  by  the 
wx'stern  lines  from  the  saim*  points  of  origin.  In  other  words,  if  both 
Whiting  and  the  competing  refining  points  were  placed  on  a  fifth- 
class  }>asis,  the  position  of  the  eastern  refiners  in  competition  with 
Whiting  at  Duluth  and  Superior  would  be  improved  by  from  3  cents 
to  5  cents  per  hundred  pounds. 
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Essentially  the  same  holds  true  of  shipments  to  Ishpeming  and 
Escanaba;  and  here  again  the  relative  position  of  the  eastern  refiners 
would  be  improved  from  3  cents  to  5  cents  per  hundred  if  the  actual 
fifth-class  rates  were  applied  on  oil  from  their  points  and  from  Whit- 
ing alike.  Similar  comparisons  hold  true  of  other  points  in  upper 
Michigan. 

It  should  be  added  that  eastern  refiners  can  reach  these  northwestern 
points  somewhat  more  cheaply  by  water  than  by  rail.  It  is  not  known 
to  what  extent  the  Standard,  shipping  from  Whiting,  takes  advantage 
of  water  rates,  or  how  they  compare  with  rates  from  lower  lake  ports. 
But  water  transportation  has  serious  difficulties,  both  because  of  the 
shortness  of  the  transportation  season  and  because  the  oil  must  be 
shipped  in  barrels,  necessitating  payment  of  freight  on  the  weight 
of  the  wood  at  least  one  way  and  in  many  cases  both  ways. 

Section  6.  Bates  to  Pacific  coast  terminals. 

A  remarkable  change  in  rates  Was  made  soon  after  the  establish- 
ment of  the  Whiting  refinery  with  respect  to  shipments  to  Pacific 
coast  terminal  points.  In  1890,  and  for  years  before,  a  refiner  at  Pitts- 
burg or  even  at  New  York  could  ship  oil  to  San  Francisco  or  Seattle 
at  the  same  rate  as  from  Chicago  or  even  from  Omaha.  Now  the 
Pittsburg  refiner  has  to  pay  19^  cents  more  than  the  Standard  Oil 
Company  shipping  from  Whiting. 

The  general  principle  on  which  the  rates  on  most  commodities  from 
the  East  to  the  Pacific  coast  are  made  is  that  of  meeting  actual  or 
potential  ocean  competition.  For  this  reason  rates  on  hundreds  of 
important  commodities  have  long  been  the  same  from  any  point  on  or 
from  any  point  east  of  the  Missouri  River  to  any  point  on  the  Pacific 
coast,  from  Los  Angeles  on  the  south  to  Victoria  on  the  north. 
These  so-called  terminal  rates  apply  only  to  points  actually  on  the 
Pacific,  seaboard,  and  to  a  few  a  short  distance  from  the  seaboard,  the 
rates  to  points  farther  east,  although  nearer  by  rail,  being  higher 
because  they  can  not  be  reached  by  water.  Nevertheless,  the  terminal 
rates  affect  a  large  area  indirectly,  because  the  rates  to  interior  points, 
often  several  hundred  miles  from  the  coast,  are  made  by  adding  the 
terminal  rates  to  the  local  rates  back  from  the  coast. 

This  same  principle  fixed  the  rates  on  oil  up  to  1891.  It  cost  the 
same  to  ship  to  the  Pacific  terminal  points  from  any  eastern  refinery, 
regardless  of  distance.  The  western  lines  prorated  with  the  eastern 
in  making  these  through  rates.  On  March  2,  1891,  however,  only  a 
few  months  after  the  Standard  began  shipping  from  Whiting,  the  rail- 
roads sharply  raised  their  rates  on  oil  from  refining  points  farther  east. 
For  two  years  they  continued  to  make  through  rates  from  these  points 
to  the  coast  slightly  lower  than  the  sum  of  the  local  rates.  On  April 
25,  1893,  they  altogether  ceased  prorating  on  such  shipments,  and 
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thereafter  the  eastern  refiner  bad  to  pay  the  full  local  rate  to  Chicago, 
and  thence  the  same  rate  as  the  Standaixl  paid  from  Whiting. 

At  present,  therefore,  it  costs  the  Toledo  refiner  to  reach  the  Pacific 
coast  12  cente  more  than  the  Standard  pays  from  Whiting,  the  Cleve- 
land refiner  14^  cents  more,  and  the  refiner  at  Pittsburg  or  other  west- 
ern Pennsylvania  points  19^  cents  more.  The  same  differences  exist 
as  to  many  points  some  distance  back  from  the  coast,  to  which  on 
many  other  commodities  the  mtes  from  all  four  of  these  points  of 
origin  are  the  same. 

These  changes  in  rates  are  shown  in  the  following  table: 

LEADING  CHANGES  IN  OIL  RATES  TO   PACIFIC  COAST  TERMINALS  (NOT  APPUCABLB 
TO  INTERMEDIATE  I>OIXTS). 

[Rates  In  cents  jwr  hundred  pounds.] 


From— 

Jan.  1, 
1889. 

May  23. 
1889. 

Aug.  29. 
1889. 

Mar.  10, 
1890. 

90 
90 
90 
90 

June  4, 
1890. 

Mar.  2. 
1891. 

^^f 

Jan.l, 
1900.a 

Chicago 

126 
125 
125 
126 

90 
90 
90 
90 

125 
125 
125 
1-25 

126 
125 
125 
125 

784 
874 
96 
96 

m 

884 
91 
96 

784 
904 

Toledo 

Cleveland 

93 

Pittsburg,  Oil  City.etc 

96 

a  Through  rates  from  east  of  Chicago  canceled  in  1893;  rates  shown  are  sum  of  locals  to  Chicago 
and  rate  beyond. 

The  unfairness  of  this  change  is  emphasized  by  the  fact  that  the 
railroads  continue  to  put  these  and  other  eastern  points  on  an  absolute 
equality  with  Chicago  on  shipments  of  nearly  every  other  important 
commodity  to  the  coast.  If  water  competition  justified  making  oil 
rates  the  same  from  all  points  in  1890,  it  justifies  doing  so  to-da3\  It 
may  be  to  the  self-interest  of  the  western  railroads  to  refuse  to  join 
in  through  rates  on  oil  from  east  of  Chicago  to  the  Pacific  Coast  for 
the  same  reason  that  they  refuse  to  do  so  on  shipments  to  the  Middle 
West.  But  in  view  of  the  general  principles  of  commodity  rate-mak- 
ing on  long-distance  shipments  they  are  not  justified  in  thus  helping 
the  Standard  Oil  Company  at  the  expense  of  its  eastern  competitors. 
It  is  not  improper  to  attribute  much  if  not  all  of  the  excess  in  the 
freight  charge  to  independent  refiners  of  the  East  over  the  Whiting 
rates  to  an  unreasonable  discrimination. 


Section  7.  Discussion  of  the  policy  of  the  western  railroads. 

There  is  little  question  that  the  refusal  to  prorate  on  oil  shipped 
from  eastern  refining  points  into  the  Middle  West  is  due  to  the  exist- 
ence of  the  Whiting  refiner}^  of  the  Standard  Oil  Company,  which 
thereby  gains  a  greatly  increased  advantage  over  its  competitors. 
For  many  3'ears  there  were  prorating  arrangements  on  oil,  as  on  other 
commodities;  but  in  October,  1881),  while  the  Whiting  refinery  was 
under  construction,  and  less  than  a  year  before  it  commenced  to  ship 


WESTERN    AND   NORTHWESTERN   STATES.  239 

oil,  the  western  lines  gave  notice  to  their  eastern  connections  that 
they  would  no  longer  prorate  on  oil,  but  would  charge  their  full  local 
rates  from  Chicago  and  other  western  gatewaj'^s,  while  soon  after,  as 
already  stated,  they  discontinued  prorating  also  to  Pacific  coast 
points. 

The  theory  of  the  western  lines  in  taking  this  action  was  doubtless 
that  they  would  thereby  increase  their  revenues;  that  instead  of  hav- 
ing to  accept  a  proportion  of  a  through  rate  from  the  East,  which 
would  be  less  than  their  local  rate  from  Chicago,  they  could  get  prac- 
tically as  much  traffic  wholly  over  their  own  lines  from  the  Whiting 
refinery.  Knowing  the  enormous  size  of  the  Whiting  plant,  they  pre- 
sumably thought  that  it  would  be  able  to  supply  the  entire  western 
territory,  so  that  there  would  be  comparatively  little  occasion  for 
shipment  of  oil  from  the  East. 

On  the  other  hand,  it  should  not  be  forgotten  that  oil  is  almost  the 
only  commodity  on  which  the  western  railroads  fail  to  prorate,  i.  c, 
to  make  through  rates  from  the  East  lower  than  the  combination 
of  local  rates  to  and  from  the  western  gateways. 

In  view  of  the  many  other  cases  in  which  the  railway  companies 
have  extended  unreasonable  favors  to  the  Standard  Oil  Company,  it 
seems  at  least  possible  that  the  refusal  of  the  western  lines  to  prorate 
on  oil  is  due  to  the  influence  of  the  Standard  Oil  Company.  Certainly 
the  result  was  to  benefit  the  Standard  at  the  expense  of  its  smaller 
competitors. 

As  already  suggested,  however,  even  if  the  western  lines  were  justi- 
fied in  desiring  not  to  prorate  on  oil,  the  eastern  lines  could  do  some- 
thing to  correct  the  situation.  They  might  even  insist  that  western 
lines  should  prorate  on  oil  as  a  condition  of  the  continuance  of  pro- 
rating arrangements  on  other  commodities,  both  on  shipments  toward 
the  west  and  toward  the  east.  At  any  rate,  they  might,  apparently 
with  advantage  to  themselves,  reduce  their  rates  on  oil  from  points 
like  Toledo,  Cleveland,  and  Pittsburg  to  western  gateways,  especially 
on  shipments  destined  beyond. 

n.  SPECIAI.  CASES  OF  DISCBIMINATION. 

The  examination  of  the  records,  chiefly  those  of  billing  and  of  claims, 
of  the  leading  railroads  leading  out  of  Chicago  toward  the  west  (exclud- 
ing the  Southwest),  showed  only  a  single  case  of  departure  from  pub- 
lished oil  rates,  and  veiy  few  cases  in  which  the  open  adjustment  of 
rates,  aside  from  the  failure  to  prorate  on  oil,  seemed  unreasonable. 
As  was  stated  in  Chapter  I,  the  limitations  of  the  investigation  pre- 
clude the  possibility  of  knowing  with  absolute  certainty  that  no  other 
discriminations  and  abuses  exist.  Aside  from  other  limitations,  no 
examination  was  made  of  the  less-than-carload  business  of  the  Standard 
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Oil  Company  from  its  various  distributing  stations.  This  business 
is  large,  especially  in  the  less  densely  populated  areas  where  tank 
stations  are  conii>aratively  far  apart. 

Section  8.  Bates  on  the  Chicago,  Bnrlington  and  Quincy  Railway  from 
Whiting  to  Galeshnrg  and  Monmouth. 

The  Standard  Oil  Coinpanj^  has  had  the  advantage  of  a  secret  rate 
on  considerable  shipments  of  oil  from  Whiting  to  Galesburg  and  Mon- 
mouth, 111.  This  rate  has  been  0  cents  per  hundred  pounds,  while 
the  published  rate  was  15  cents.  The  secret  mte  was  the  same  as  that 
to  East  St.  Louis,  (ialesburg  and  Monmouth  being  on  the  line  of  the 
Chicago,  Burlington  and  Quincy  between  Chicago  and  East  St.  Louis. 

In  1896  the  Chicago,  Burlington  and  Quincy  issued  a  printed  tariff 
applying  exclusively  on  oil  products  from  Chicago  to  Illinois  stations 
(G.  F.  O.  147).  While  not  filed  with  the  Interstate  Commerce  Com- 
mission until  1904,  this  tariff  was  evidently  a  public  one,  of  which  any 
shipper  could  learn  without  difficulty.  It  contained  the  rates  to  scores 
of  points.  It  did  not  contain  any  stutement  that  the  rates  should  apply 
from  Whiting,  but  such  was  evidently  the  intention.  This  tariff 
named  specificalW  the  rate  of  15  cents  \yev  hundred  pounds  from  Chi- 
cago to  Galesburg  and  Monmouth  on  all  classes  of  oil  products.  No 
amendment  ever  changed  the  Galesburg  i*ate.  As  late  as  July  15, 1905, 
the  railroad  company  issued  an  amendment  to  this  tariff  of  1896  which 
canceled  all  previous  amendments.  This  did  not  mention  Galesburg, 
so  that  the  published  rate  to  Galesburg  remained  15  cents;  it  reduced 
the  rate  to  Monmouth  to  10  cents  per  hundred  pounds. 

On  January  1,  1004,  however,  the  Chicago,  Burlington  and  Quincy 
issued  a  "  special  tariff"  applying  to  Galesburg  and  Monmouth  from 
Chicago.  This  wtus  written  on  the  same  form  which  ha3  been  used 
for  the  secret  FaisI  St.  Louis  rate,  more  fully  described  in  Chapter  VII. 
This  form  did  not  originally  contain  the  word  "  tariff,"  but  read,  ^^The 

following  billing  rates,  taking  effect ,  will  expire,"  etc.     The 

words  '^  billing  rates  "  had,  however,  been  stricken  out,  and  the  words 
''special  tariff*'"  substituted,  as  in  the  issue  of  1904  naming  the  special 
rate  of  6  cents  to  J^ast  St.  Louis.  There  is  every  reason  to  believe 
that  the  rate  of  6  cents  had  ac^tuall}'  applied  for  a  long  period  before 
January  1,  1904.  As  is  elsewhere  shown,  the  Chicago,  Burlington 
and  Quincy  had  made  it  a  practice  to  reissue  the  East  St.  Louis  rat« 
annuall}-  by  a  special  ''  billing  order,''  not  even  designated  on  its  face 
as  a  tjirifl',  and  this  was  doubtless  done  also  with  the  rates  to  Galesburg 
and  Monmouth. 

Unlike  the  secret  rate  to  East  St.  Louis,  however,  the  mte  to  Gales- 
burg at  least  was  not  canceled  in  June,  1905.  On  the  contrar}^  on 
September  26,  1905,  the  railroad  company  issued  another  so-called 
special  tariff  in  the  same  form  as  that  of  1904,  naming  the  same  rate 
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of  6  cents  per  hundred  pounds  from  Chicago  to  Galesburg,  but  omit- 
ting Monmouth. 

Aside  from  the  form  of  these  special  tariffs  and  the  fact  that  they 
depart  from  the  i-ates  named  in  the  regularly  printed  tariff  of  the 
Chicago,  Burlington  and  Quincy,  there  is  further  evidence  that  the 
0-cent  rate  to  Galesburg  and  Monmouth  was  intended  to  be  secret. 
When  the  Bureau  of  Corpomtions  in  October,  1905,  asked  the 
Chicago,  Burlington  and  Quincy  for  a  list  of  i*ates  from  Chicago  to 
various  points,  the  rate  to  Galesburg  was  put  down  as  15  ('ents.  The 
attention  qf  the  officers  of  the  railroad  was  called  to  the  fact  that  oil 
was  being  billed  to  Galesburg  at  6  cents,  whereupon  they  produced 
the  special  tariff  authorizing  this  rate  and  stated  that  the  rate  of  15  cents 
had  been  reported  through  error — an  explanation  which  seems  quite 
improbable.  The  waybills  of  shipments  to  Galesburg  and  Monmouth 
showed  the  6-cent  rate  on  their  face,  but,  as  is  shown  in  the  discussion 
of  the  East  St.  Louis  rate,  this  pitictice  does  not  by  any  means  indi- 
cate that  the  rate  was  an  open  one. 

It  should  l>e  stated  further  that  ordinary  shippers  would  naturally 
have  expected  that  the  rate  to  Galesburg  and  Monmouth  would  be  15 
cents.  These  points  regularly  take  the  same  I'ates  from  Chicago  on 
most  commodities  as  the  Mississippi  River  crossings  in  northern  Illi- 
nois, like  Rock  Island  and  Galena.  The  oil  rate  to  these  crossings 
has  for  years  been  15  cents. 

The  records  of  the  Chicago,  Burlington  and  Quincy,  so  far  as  exam- 
ined by  the  Bureau  of  Corporations,  did  not  show  any  shipments  by 
others  than  the  Standard  Oil  Company  and  its  affiliated  concerns  from 
Chicago  to  Galesburg,  so  that  it  is  impossible  to  know  certainly  what 
rate  would  have  been  charged  to  competing  shippers.  The  special  tariff 
naming  the  C-cent  rate  })ore  on  its  face  a  statement  that  the  rate  should 
be  given  to  all  shippers,  but  this  by  no  means  proves  that  such  was 
the  actual  intention,  as  is  more  fully  pointed  out  in  connection  with 
the  discussion  of  the  iiist  St.  Louis  rate.     (See  p.  339.) 

The  secret  rate  from  Chicago  to  (ialesburg  and  Monmouth  was  rela- 
tively much  lower  than  the  rates  to  the  same  destinations  from  inde- 
pendent refining  points  farther  east.  The  rate  from  Toledo  to  Gales- 
burg would  be  the  sum  of  the  rate  of  12  cents  from  Toledo  to  Chicago 
and  the  published  rate  of  15  cents  from  Chicago  to  Galesburg,  or  27 
cents  for  391  miles,  as  compared  w^:th  0  cents  for  a  distance  of  lt)3 
miles  from  Chicago.  The  Toledo  refiner  might,  to  be  sure,  get  into 
Galesburg  a  little  more  choapU'  by  shipping  to  Peoria  and  relnlling 
there  on  the  tariff  fixed  by  the  State  Railroad  Commission  of  Illinois. 
This  combination  rate  would  ainou!it  to  20.28  cents. 

This  secret  rate  to  (lalesi)urg  is  of  but  small  importance  in  compari- 
son with  the  secret  rate  to  East  St.  Louis,  but  it  covered  the  supply  of 
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two  towns  of  considerable  size,  Galesburg  having  a  population  of  18,607 
and  Monmoutli  a  population  of  7,460  in  1000.  Galesburg  is  also  a  center 
for  the  distribution  of  a  considerable  amount  of  oil  in  less  than  carload 
lots  to  neighboring  towns. 

Section  9.  Chicago  and  Northwestern  and  Oueago,  Milwaukee  and  St.  Paul 
railways. 

The  Chicago  and  Northwestern  Kailwa}'  and  the  Chicago,  Milwaukee 
and  St.  Paul  Railway  make  very  low  rates  on  oil  from  Whiting  to 
points  along  the  western  shore  of  Lake  Michigan.  The  mbst  impor- 
tant of  these  iiites  is  that  to  Milwaukee  and  intermediate  points — 3 
cent^  per  hundred  pounds.  Tliis  is  a  duly  published  rate.  The 
distance  from  Chicago  to  Milwaukee  is  85  miles.  If  the  roads  actually 
received  the  full  charge  of  3  cents  i>er  hundred  pounds,  the  rate 
would  not  be  unremunerative,  although  it  would  still  be  low  for  that 
distance,  amounting  to  7  mills  per  ton  per  mile.  As  a  matter  of  fact, 
however,  the  Chicago  and  Northwestern  pays  a  switching  charge 
of  $5  from  Whiting  on  every  car  destined  to  Milwaukee,  and  the 
Chiciigo,  Milwaukee  and  St.  Paul  doubtless  does  the  same.  This 
reduces  the  revenue  very  greatly,  and  the  question  may  fairly  be 
mised  whether  the  mte  is  not  made  abnormally  and  unreasonably  low 
in  order  .to  give  the  Standard  Oil  Company  an  advantage  over  its 
competitors  who  might  shij)  across  Lake  Michigan  from  Toledo  and 
Ch^veland. 

An  examination  of  the  records  of  the  Northwestern  shows  that  the 
shipments  to  Milwaukee  are  very  heav3\  The  average  carload,  as 
shown  by  the  records,  weighs  only  about  40,000  pounds.  On  a  car- 
load of  this  weight  the  gross  freight  charges  would  be  $12,  out  of 
which  the  Northwestern  pays  $5  for  switching,  leaving  a  revenue  of 
$T  for  hauling  20  tons  85  miles,  and  hauling  the  car  back  empty  and 
hve  of  charge  in  i)ractically  every  case.  The  revenue  to  the  railway 
on  loaded  cars  would  be  about  4  mills  per  ton  per  mile,  which  is 
exceedingly  low  for  such  a  short  haul,  particularly  in  view  of  the 
necessity  of  returning  the  empty  car  free. 

The  agents  of  the  Bureau  found  an  actual  shipment  of  a  car  of  oil 
to  Milwaukee,  weighing  24,000  pounds,  on  w^hich  the  gross  revenue  to 
the  railroad  was  Jt^7.2(),  and  the  net  revenue,  after  deducting  switch- 
ing, was  {t^2.20,  or  2.1  mills  per  ton  per  mile.  Out  of  this  the  rail- 
road paid  the  Standard  ^1.27  as  mileage  (three-fourths  of  a  cent  a 
mile  both  ways),  leaving  an  actual  net  revenue  of  92  cents  for  hauling 
the  car  170  miles,  half  the  dist^mce  loaded  and  the  other  half  empty. 

It  is  true  that  a  3-cent  nite  from  Chicago  to  Milwaukee  is  made  on 
a  considerabh*  number  of  other  connnodities,  but,  so  far  as  the  reg- 
ular tariffs  indicate,  in  no  other  case  do  the  railroads  absorb  switch- 
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ing  charges  on  such  low  rates,  and  many  of  the  cai*s  used  for  other 
low-rate  shipments  can  be  brought  back  with  loads.  The  Chicago 
and  Northwestern  Railway  publishes  "application  sheets"  stating 
that  Chicago  rates  will  apply  from  various  points  within  the  Chicago 
switching  limits  and  that  switching  will  be  "absorbed"  when  the  rate 
is  6  cents  or  more.  It  is  added  in  a  note,  however,  tliat  the  switch- 
ing charges  will  be  absorbed  on  sliipments  of  oil  from  Whiting.  The 
bignificance  of  this  is  that  switc^hing  charges  on  oil  from  Whiting 
are  absorbed  in  all  cases,  regardless  of  the  revenue  to  the  railroad. 
The  Standard  Oil  Company  is  thus  favored  above  all  other  shippers. 

The  investigation  of  the  Bureau  disclosed  a  further  direct  discrimina- 
tion by  the  Chicago  and  Northwestern  Railway  with  respect  to  switch- 
ing charges.  The  ValvolineOil  Company  has  a  distributing  station  in 
South  Chicago,  from  which  it  sends  oil  to  various  points  in  Illinois 
and  Wisconsin.  On  a  considerable  number  of  cars  paying  rates  as 
high  as  7  or  8  cents  per  hundred  pounds,  shipped  by  the  Valvoline 
Oil  Company  over  the  Northwestern's  tracks,  the  railroad  company 
has  failed  to  absorb  the  switching  charge  of  $3.60  from  South  Chicago 
to  Chicago  proper,  and  has  required  the  Valvoline  Oil  Company  to 
pay  it.  For  example,  at  the  very  same  time  that  the  Standard  Oil 
Company  was  shipping  cars  from  Whiting  to  McHenry,  111.,  on 
which  the  Northwestern  was  absor])ing  switching  to  the  amount  of  $5 
per  car,  the  Valvoline  Oil  Compan}^  was  making  shipments  to  the 
same  point  and  paying  the  switching  charge  of  $3.50  per  car.  The 
officers  of  the  Northwestern  stated  that  the  failure  to  absorb  this 
switching  for  the  Valvoline  Oil  Company  was  due  to  an  error  which 
would  be  rectified  at  once,  inasmuch  as  the  published  tariffs  of  the 
railroad  company  provided  for  such  absorption.  At  any  rate  it  is 
highly  improbable  that  the  railroad  company  would  absorb  switching 
charges  for  the  Valvoline  Oil  Company  on  shipments  to  Milwaukee 
from  South  Chicago;  the  tariff  provides  only  for  such  absorption  in 
case  of  shipments  from  Whiting. 

In  explanation  of  the  low  rate  from  Whiting  to  Milwaukee  the  offi- 
cers of  the  Chicago  and  Northwestern  Railway  stated  that  it  was  nec- 
essary in  order  to  njeet  water  competition.  They  admitted,  however, 
that  it  was  absolutely  unremunerative;  and  a  rate  which  does  not  pay 
can  not  be  justified  by  water  competition.  One  high  official  admitted 
substantially  that  this  rate  would  not  have  been  put  into  effect  had  not 
the  Standard  Oil  Company  been  shipping  large  quantities  of  oil  over 
the  Chicago  and  Northwestern  to  other  points  where  much  higher 
rates  prevailed.  In  other  words,  this  is  undoubtedly  one  of  the  cases 
in  which  the  Standard  Oil  Company  is  able  to  force  low  rates  to 
those  points  where  it  has  particular  need  of  them,  by  reason  of  its 
ability  to  divert  shipments  for  other  points  from  one  railroad  to 
another. 
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Another  discrimination  in  published  rates  of  some  little  importance 
was  formerly  made  by  the  Chicago  and  Northwestern  and  the  Chicago, 
Milwaukee  and  St.  Paul.  On  shipments  from  Chicago  to  a  number  of 
points  in  southeastern  Wisconsin  the  oil  mto  was  from  6  to  8  c^nts 
per  hundred  pounds.  Thus  to  Janesville,  Beloit,  Stoughton,  and 
Evansville  the  rate  was  7  cents.  On  the  other  hand,  the  rate  to  Madi- 
son, Wis.,  was  12i  cents.  Madison  is  but  little  farther  from  Chic*ago 
than  Stoughton  and  Evansville,  and  not  enough  farther  than  Janes- 
ville to  justify  any  material  difference  in  rates.  As  a  matter  of  fat^t, 
on  classified  articles  and  on  various  special  commodities  the  rates 
from  Chicago  to  Madison,  Evansville,  Stoughton,  Beloit,  and  Janesville 
have  long  been  precisely  the  same. 

It  was  alleged  that  the  reason  for  the  high  i*ate  to  Madison  was  that 
the  Valvoline  Oil  Company  had  a  tank  station  there  from  which  it  dis- 
tributed oil  in  considerable  quantities  in  less-than-carload  lots  to 
neighboring  towns  in  Wisconsin.  The  Standard  Oil  Company  had  tank 
stations  in  such  neighboring  towns,  to  which  lower  rates  from  Chi- 
cago applied,  and  could  afford  to  pay  the  high  rate  to  Madison  on 
local  business  in  order  to  compel  its  competitor  to  do  the  same,  both 
on  local  business  and  on  oil  for  other  towns.  This  case  was  investi- 
gated by  the  Wisconsin  Railroad  Commission  in  1905,  and  the  rail- 
roads, without  a  formal  order  of  the  commission,  reduced  the  Madison 
rate  to  7  cents.  The  commission  was  apparently  of  opinion  that 
the  high  rate  to  Madison  had  been  intended  as  a  discrimination  in 
favor  of  the  Standard  Oil  Company. 
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CHAPTER  VI. 

SOUTH   CENTEAL  STATES. 

I.  GENERAL   STATEMENT   OF  CONDITIONS. 

Section  1.  Geographical  relation  of  refineries  to  sonthem  markets. 

On  shipments  of  petroleum  products  into  the  South  the  Stundard 
Oil  Company  has  enjoyed  an  enormous  advantage  over  its  competitoi's 
by  reason  cf  exi^essive  differences  between  the  rates  from  its  refineries, 
particularly  the  great  refinery  at  Whiting,  Ind.,  and  the  rates  from 
competing  refineries  in  Ohio  and  Penns3'lvania.  The  i*atos  paid  by 
the  Standard  into  a  large  part  of  this  territory  have  })een  based  on 
secret  combinations  not  known  to  competitive  ship|)ers. 

The  territory  covered  by  the  present  chapter  may  be  roughly  de- 
fined as  the  South  Central  States.  It  includes  the  area  south  of  the 
Ohio  River,  extending  east  from  the  Mississippi  River  to  within  a 
comparatively  short  distance  of  the  Atlantic  coast.  As  alread}'  shown 
in  Chapter  III,  a  strip  along  the  seaboard  is  chiefly  supplied  by  the 
Standard  Oil  Company  from  its  refineries  at  New  York  Harbor,  Phil- 
adelphia, and  Baltimore.  Nearly  all  the  remaining  portion  of  the 
Southern  States  east  of  the  Mississippi  is  supplied  chiefly  from  the 
Whiting  refinery;  but  a  comparative!}^  small  area  in  Kentucky,  West 
Virginia,  and  Virginia  is  supplied  largely  from  the  refinery  at  Par- 
ke rsburg,  W.  Va.,  and  during  the  past  two  or  three  years  the  Stand- 
ard Oil  Company  has  begun  to  ship  considerable  quantities  of  Texas 
oil  into  the  Southern  States.  The  conditions  in  the  southern  territory 
west  of  the  Mississippi  River,  which  also  until  recently  was  almost 
wholly  supplied  from  Whiting,  are,  except  as  to  points  on  the  river 
itself,  based  upon  different  combinations  of  rates,  and  are  therefore 
discussed  in  a  sepamte  chapter. 

The  accompanying  map   shows  the  relation  of   the   south-centml 

territory  to  the  Whiting  and  Parkersburg  refineries  of  the  Standard 

Oil  Company  and  to  the  refineries  of  its  competitors.     Although  the 

Standard  has  refineries  also  at  Cleveland  and   Lima  and  in  the  oil 

regions  of  western  Peimsylvania,  it  ships  very  little  oil  from  th(\se 

refineries  into  the  Southern  States,  and  these  shipments  consist  chiefly 

of  lubricating  oil  of  grades   not  made  at  Whiting  and  of  naphtha. 

The  competitors  of  the  Standard  Oil  Company  are,  for  the  most  part, 

situated  in  Ohio  and  western  Pennsylvania.     A  glance  at  the  map  will 

show  that,  broadly  speaking,  these  competing  refineries  are  at  about 
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the  same  distance  from  the  markets  under  consideration  as  the  Stand- 
ard plant  at  Whiting  is.  Under  a  normal  adjustment  of  rates  these 
refineries,  particularly  those  of  northern  Ohio,  would  be  on  a  sub- 
stantial equality  with  the  Whiting  refinery  in  shipping  into  the  South, 
taking  somewhat  lower  rates,  perhaps,  to  some  points  which  are  nearer 
to  them,  somewhat  higher  rates  to  some  points  which  are  nearer  Whit- 
ing, and  identical  rates  to  a  large  number  of  points  which  are  almost 
equally  distant. 

Section  2.  General  nature  of  advantages  of  Standard  Oil  Company. 

As  a  matter  of  fact,  the  rates  from  independent  refining  points  into 
the  South  have  for  years,  up  to  about  the  end  of  1905,  been  on  an  aver- 
age practically  50  per  cent  higher  than  those  paid  by  the  Standard  Oil 
Company  from  Whiting,  while  Parkersburg  has  also  enjoyed  relatively 
lower  rates  to  the  territory  supplied  by  it  than  could  be  obtained  by 
the  independent  refineries.  These  discriminations  may  be  broadly 
classed  under  four  heads: 

(1)  Discrimination  arising  through  a  combination  of  rates 
FROM  Whjting  by  WAY  OF  Grand  JUNCTION,  Tenn. — The  area  sup- 
plied primarily  by  the  Grand  Junction  combination  constituted  a  broad 
belt  covering  the  upper  two-thirds  of  Alabama  and  Georgia,  the  north- 
western third  of  South  Carolina,  and  a  considerable  area  in  eastern 
Tennessee — perhaps  a  quarter  of  the  State.  In  Mississippi  it  included 
only  a  few  points  near  the  oastorn  border.  This  Grand  Junction  com- 
bination, which  was  secret,  was  canceled  as  soon  as  it  was  discovered 
by  the  Bureau  of  Corporations. 

(2)  DlSCRIMIXAllON    based  ON    SECRET    LOW   RATES  FROM    WhITING 

TO  EvANSViLLE,  Ind.,  combiucd  with  published  rates  from  Evansville 
to  points  in  the  South  considerably  lower  than  the  rates  from  Cincin- 
nati, the  natural  gateway  of  tlio  independent  refiners.  The  area  sup- 
plied by  the  Standard  through  this  P^vansville  combination  included 
some  points  south  of  that  supplied  by  the  Grand  Junction  combina- 
tion, and  most  of  the  territory  north  of  the  belt  supplied  by  way  of 
Grand  Junction  except  the  eastern  half  of  Kentucky.  The  Evansville 
combination  was  also  used,  either  exclusively  or  as  an  alternative,  for 
several  scattered  points  in  the  Grand  Junction  territory,  in  Alabama 
and  Georgia.  The  secret  Evansville  rate  was  abolished  as  soon  as  it 
was  discovered  by  the  Bureau  in  December,  1905,  but  the  discrimina- 
tion in  the  open  rates  south  from  P^vansville  still  exists.  Moreover, 
the  Standard  plant  at  Whiting  still  enjo\"s  the  same  open  discrimination 
in  shipments  to  the  south  through  Louisville,  as  against  competitive 
shipments  through  Cincinnati. 

(8)  Discrimination  between  Whiting  and  independent  REnN- 

INO  POINTS  IN  THE  PUBLISHED  RATES  TO  MISSISSIPPI  VaLI.EY  POINTS. — 

These  points  include  the  leading  towns  along  or  near  the  Mississippi 
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Kiver,  on  both  sides,  from  Memphis  to  New  Orleans,  and  also  Mobile, 
Pensacola,  and  a  few  other  towns  on  the  Gulf;  while  by  combinations 
based  upon  them  or  by  other  relatively  low  through  published  rates, 
a  considerable  number  of'other  points  in  western  Mississippi,  eastern 
Louisiana,  southern  Alabama  and  Georgia,  and  western  Florida  can  be 
reached  much  more  cheaply  from  Whiting  than  from  the  Ohio  and 
Pennsylvania  refineries.  The  differences  in  rates  to  Mississippi  Valley 
points  are  entirely  disproportionate  to  the  differences  in  distance. 
These  differences  still  exist. 

(4)  Discrimination  in  open  rates  to  the  South  between  the 
Parkersburg  refinery  and  independent  refineries. — The  rates 
from  Parkersburg  were  particularly  favorable  as  compared  with  those 
from  Marietta,  Ohio,  just  across  the  Ohio  River.  These  rates  in  favor 
of  Parkersburg  extended  into  most  of  the  southern  territory,  but,  save 
in  exceptional  cases,  they  were  actually  used  by  the  Standard  Oil  Com- 
pany only  for  a  limited  district,  chiefly  in  Kentucky  and  West  Virginia, 
the  rates  to  other  points  being  more  favorable  from  Whiting.  The 
discrimination  in  favor  of  Parkersburg  was,  at  least  in  large  measure, 
discontinued  in  1905,  and  because  of  its  minor  importance  is  discussed 
very  briefly. 

The  territories  covered  by  these  different  rate  combinations  ar6 
shown  on  the  map  facing  page  245. 

In  order  better  to  understand  the  general  rate  conditions  in  the 
southern  territory,  it  should  be  borne  in  mind  that,  not  only  with 
respect  to  oil,  but  also  with  respect  to  most  other  commodities,  the 
Ohio  River  is  the  basis  of  rates  on  shipments  from  all  points  in  the 
central  North  into  the  central  South  and  vice  versa.  Ordinarily  there 
are  no  through  rates  from  points  north  of  the  Ohio  River  to  points 
south,  and  the  same  is  true  of  shipments  toward  the  north.  The  local 
rate  from  the  point  of  origin  to  the  particular  Ohio  River  gateway  is 
ordinarily  added  to  the  local  rate  from  this  gateway  to  destination. 
To  Mississippi  Valley  points  and  a  few  others  in  the  western  part 
of  this  territory  (proratirjg  points,  as  they  are  sometimes  called), 
however,  through  rates  on  classes  and  on  most  commodities  are  named 
from  noilhern  points.  The  theory  of  most  of  these  through  rates  is 
that  they  are  necessitated  by  actual  or  potential  water  competition  by 
way  of  the  Mississippi  River  and  the  Gulf  of  Mexico.  Through  rates 
are  also  made  from  Pittsburg  and  neighboring  territory  into  the  South 
generally. 

The  ix)licy  of  the  i-ailroads  on  most  trafl[ic  is,  broadly  speaking,  to 
equalize  the  rates  by  way  of  the  various  Ohio  River  gateways.  The 
leading  river  crossings  are  at  Cincinnati,  Louisville,  Evansville,  and 
Cairo.  Formerly  Louisville  was  very  generally  favored  as  against 
Cincinnati,  but  this  has  now  largely  ceased,  except  as  to  oil.  This 
policy  of  equalization  is  to  some  slight  extent  maintained  in  oil  rates. 
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or  at  least  in  the  published  rates;  but  even  the  published  rates,  for  the 
most  part,  depart  widsly  from  the  usual  equitable  adjustment  and  make 
a  discrimination  in  favor  of  the  Standard  plant  at  Whiting. 

n.  THE  GBAND  JUNCTION  COMBINATION. 

Section  3.  Method  of  arranging  the  secret  combination. 

The  most  important  advantage  which  the  Standard  Oil  Company 
has  enjoyed  on  transportation  into  the  South  is  that  arising  from  the 
Grand  Junction  combination  of  rates.  Grand  Junction  is  52  miles 
east  of  Memphis.  It  is  almost  directly  south  of  Chicago,  and  on  the 
extreme  western  edge  of  the  South  Central  States.  It  is  the  junction 
of  the  Illinois  Central  Railroad  with  the  Southern  Railway,  and  it  is 
to  points  on  the  Southern  and  its  connections  that  the  combined 
rates  applied.  When  the  Grand  Junction  combination  was  first  estab- 
lished, the  line  east  and  west  from  Grand  Junction  was  known  as  the 
Memphis  and  Charleston  Railway,  but  tliis  was  absorbed  by  the 
Southern  Railway  in  1898. 

The  accompanying  map  shows  how  the  rate  combination  was  ar- 
ranged. Only  a  few  typical  points  of  destination  supplied  with  oil 
via  Grand  Junction  are  indicated,  but  these  points  outline,  approxi- 
mately, the  territory  reached.  The  map  shows  the  railways  as  straight 
lines  between  leading  points  instead  of  following  the  actual  lines 
closely.  It  shows  clearly  enough,  however,  that  oil  shipped  from 
Whiting  to  most  points  in  the  South  takes  a  very  much  longer  route 
than  is  necessary  when  it  goes  by  wa}'  of  Grand  Junction.  It  follows, 
substantially,  two  sides  of  a  right-angled  triangle,  whereas  over  the 
Southern  Railway  or  over  the  Louisville  and  Nashville  Railroad, 
which  is  not  shown  on  the  map,  it  might  take  an  approximately 
straight  route  by  way  of  Evansville,  Louisville,  or  Cincinnati. 

The  combination  of  rates  via  Grand  Junction  was  a  secret  one  which 
permitted  the  St^indard  Oil  Company  to  deliver  oil  to  a  large  number 
of  important  points  in  the  South  at  a  cost  from  one-tenth  to  fully  one- 
third  less  than  the  combination  of  published  tariff  rates.  The  method 
used  to  evade  the  published  tariffs  was  peculiar. 

PuBiJSHED  TARIFF  liATES. — The  Only  published  rates  on  oil  from 
Whiting  to  the  larger  part  of  the  territory  south  of  the  Ohio  River 
and  east  of  the  Mississippi  are  combinations  based  on  Ohio  River 
gateways.  From  the  time  the  Whiting  refinery  was  opened,  in  1890, 
down  to  1896,  the  published  rate  on  oil  from  Whiting  to  Cincinnati, 
Louisville,  P^vansville,  and  Cairo  was  12  cents  per  hundred  pounds; 
since  1896  it  has  been  11  cent^.  This  has  ])een  a  well-known  and  con- 
spicuous rate,  published  for  years  by  the  Chicago  and  Ohio  River 
cominitt(»e  of  the  Central  Freight  Association.  This  committee  rep- 
resents all  the  railroads  from  Chicago  to  the  Ohio  River,  amotig  which 
are  the  Chicago  and  Eastern  Illinois  and  its  connecting  line,  the  Evans- 
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or  at  least  in  the  published  rates;  but  even  the  published  rates,  for  the 
most  part,  depart  widely  from  the  usual  equitable  adjustment  and  make 
a  discrimination  in  favor  of  the  Standard  plant  at  Whiting. 

n.  THE  OBAND  JUNCTION  COMBINATION. 

Section  3.  Method  of  arranging  the  secret  combination. 

The  most  imix)rtant  advantage  which  the  Standard  Oil  Company 
has  enjoyed  on  transportation  into  the  South  is  that  arising  from  the 
Grand  Junction  combination  of  rates.  Grand  Junction  is  52  miles 
east  of  Memphis.  It  is  almost  directly  south  of  Chicago,  and  on  the 
extreme  western  edge  of  the  South  Central  States.  It  is  the  junction 
of  the  Illinois  Central  Railroad  with  the  Southern  Railway,  and  it  is 
to  points  on  the  Southern  and  its  connections  that  the  combined 
rates  applied.  When  the  Grand  Junction  combination  was  first  estab- 
lished, the  line  east  and  west  from  Grand  Junction  was  known  as  the 
Memphis  and  Charleston  Railway,  but  this  was  absorbed  by  the 
Southern  Railway  in  1898. 

The  accompanying  map  shows  how  the  rate  combination  was  ar- 
ranged. Only  a  few  typical  points  of  destination  supplied  with  oil 
via  Grand  Junction  are  indicated,  but  these  points  outline,  approxi- 
mately, the  territory  reached.  The  map  shows  the  railways  as  straight 
lines  between  leading  points  instead  of  following  the  actual  lines 
closely.  It  shows  clearly  enough,  however,  that  oil  shipped  from 
Whiting  to  most  points  in  tlie  South  takes  a  very  much  longer  route 
than  is  necessary  when  it  goes  byway  of  Grand  Junction.  It  follows, 
substantially,  two  sides  of  a  right-angled  triangle,  whereas  over  the 
Southern  Railway  or  over  the  Louisville  and  Nashville  Railroad, 
which  is  not  shown  on  the  map,  it  might  take  an  approximately 
straight  route  by  way  of  Evansville,  Louisville,  or  Cincinnati. 

The  combination  of  rates  via  Grand  Junction  was  a  secret  one  which 
permitted  the  Standard  Oil  Company  to  deliver  oil  to  a  large  number 
of  important  points  in  the  South  at  a  cost  from  one-tenth  to  fully  one- 
third  less  than  the  combination  of  published  tariff  rates.  The  method 
used  to  evade  the  published  tariffs  was  peculiar. 

PuBiJSHED  TARIFF  iiATES. — The  Only  published  rates  on  oil  from 
Whiting  to  the  larger  part  of  the  territory  south  of  the  Ohio  River 
and  east  of  the  Mississippi  are  combinations  based  on  Ohio  River 
gateways.  From  tlie  time  the  Whiting  refinery  was  opened,  in  1890, 
down  to  1800,  the  publislied  rate  on  oil  from  Whiting  to  Cincinnati, 
Louisville,  Evansville,  and  Cairo  was  12  cents  per  hundred  pounds; 
since  ISW  it  has  Ix^en  11  cents.  This  has  been  a  well-known  and  con- 
spicuous rate,  published  for  years  by  the  Chicago  and  Ohio  River 
committee  of  the  Central  Freight  Association.  This  committee  rep- 
resents all  the  railroads  from  Chicago  to  the  Ohio  River,  amotig  which 
are  the  Chicago  and  Eastern  Illinois  and  its  connecting  line,  the  Evans- 
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ville  and  Terie  Haute  Railroad,  which  together  constitute  a  through 
route  from  Chicago  to  Evansville,  and  also  extend.s  south  from  Evans- 
ville;  and  also  the  Illinois  Central  Railroad,  which  has  one  line  to  the 
South  crossing  the  river  at  Cairo  and  another  crossing  at  Evansville, 
both  reaching  Grand  Junction.  These  two  systems  were  those  which 
departed  from  the  published  rates  by  secret  tariffs.  The  11-cent  rate 
appears  in  the  successive  issues  of  the  tariffs  published  by  this  com- 
mittee. These  are  comprehensive  tariffs,  including  class  rates  as  well 
as  rates  on  many  special  commodities.  It  was,  therefore,  a  familiar 
fact  that  the  established  rate  on  oil  properly  applying  on  shipments 
from  Whiting  to  all  Ohio  River  crossings  wavS  11  cents  per  hundred 
pounds;  and  this  rate  was,  as  far  as  the  Bureau  has  ascertained, 
actually  used  on  all  shipments  from  Whiting  to  Louisville  and  Cin- 
cinnati, and  also,  during  most  of  the  period,  to  Cairo.  It  was  not 
used  to  Evansville,  and  this  was  the  gateway  through  which  nmch  the 
greater  part  of  the  oil  moved. 

This  11-cent  rate  was  supposed  to  be  combined  with  published  tariff 
rates  from  the  Ohio  River  south.  The  most  important  railways  tak- 
ing freight  from  the  Ohio  River  into  the  South  are  the  Louisville  and 
Nashville  and  the  Southern  Railway.  Both  these  lines  have  for  years 
published  special  petroleum  tariffs  reading  from  Ohio  River  crossings, 
and  these  are  ostensibly  the  only  tariffs  to  be  applied  on  oil  moving 
over  these  lines  from  the  river  to  most  points  in  the  South. 

The  latest  publicajtion  of  the  Southern  Railway  covering  these  rates 
on  oil  is  entitled  ''Petroleum  tariff  3,'" giving  mtes  on  specified  petro- 
leum products  ''from  Cincinnati,  Ohio,  Louisville  and  Lexington, Ky. 
(from  beyond),  Evansville,  Ind.,  to  conunon  and  local  points  in  south- 
eastern Mississippi  Valley  and  Carolina  territories,  and  to  points  in  the 
States  of  Kentucky,  Tennessee,  and  Louisiana."  This  tariff  was  effec- 
tive November  15,  1904,  but  preceding  issuers  were  essentially  similar. 

Conspicuously  set  forth  in  this  tariff  under  the  word  "Notice"  is 
the  following  statement: 

There  are  no  terminal  charges  or  any  rules  or  regulations  at  points  of  origin  or  des- 
tination on  these  lines  which  in  any  wise  change,  affect,  or  determine  any  j)art  of  the 
aggregate  of  the  rates  named  in  this  tariff,  except  as  published  and  filed  with  the 
Inter -tate  Commerce  Commission. 

Yet,  as  a  matter  of  fact,  there  were  armngements  in  connection  with 
this  very  tariff,  by  which  the  ''aggregate  of  the  rates  named  in  this 
tariff"  was  greatly  reduced.  Two  papers  thus  changing  the  rates  were 
issued,  but  only  one  of  them  was  filed  with  the  Interstate  Commerce 
CoiMnlssion,  and  even  that,  as  is  shown  more  fully  below,  was  effect- 
ively secret. 

The  Southern  Railwa\'  itself  does  not  leach  (rrand  Junction  directly 
from  either  Ev^ansville  or  Louisville,  two  of  the  points  of  origin 
named  in  the  tariff.     In  order,  however,  that  it  may  handle  the  oil  by 
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way  of  Grand  Junction,  the  Illinois  Central  takes  the  oil  from  Evans- 
ville  to  Grand  Junction,  and  there  delivers  it  to  the  Southern. 

Division  sheet  of  the  Southern  Railway. — In  connection  with 
this  tariff  of  the  Southern  Railway  (as  in  the  case  of  preceding 
issues)  the  Southern  issued  a  *' division  sheet"  (division  sheet  No.  1 
to  petroleum  tariff  No.  3),  which  named  the  proportions  of  the  pub- 
lished rates  which  would  accrue  to '"each  road  participating  in  the 
through  rates,  showing  just  how  much  was  to  be  allowed  to  the  Illi- 
nois Central  for  its  haul  from  Evansville  to  Grand  Junction,  how 
much  to  the  Southern  for  its  haul  beyond  Grand  Junction,  and  how 
much  to  each  connecting  line  beyond  the  Southern.  This  division 
sheet  does  not  include  all  points  to  which  rates  from  Evansville  are 
named  in  the  tariff. 

In  accordance  with  the  usual  practice  of  railroads,  this  division  sheet 
and  the  similar  sheets  used  in  conjunction  with  previous  tariffs  have 
never  been  filed  with  the  Interstate  Commerce  Commission.  Division 
sheets  are  never  posted  for  public  inspection  in  stations,  and  are  not 
ordinarily  accessible  to  shippers  even  on  request.  The  Standard  Oil 
Company  is  known  to  have  received  a  copy  of  this  particular  division 
sheet,  but  there  is  every  reason  to  believe  that  no  other  oil  shipper 
ever  saw  it. 

Under  this  published  tariff  and  under  this  division  sheet  the  proper 
charge  on  oil  from  Whiting  to  Grand  Junction  destined  to  points 
beyond  would  consist  of  11  cents  per  hundred  pounds,  the  published 
rate  from  Whiting  to  Evansville,  plus  the  amount  shown  in  the  division 
sheet  as  accruing  to  the  Illinois  Centml  Railroad  between  Evansville 
and  Grand  Junction,  ranging  from  8  cents  to  18^  cents  according  to  the 
final  destination  of  the  oil.  The  total  charge  from  Whiting  to  Grand 
Junction  ought  thus  tx^  be  from  11)  cents  to  29^  cents.  As  a  matter  of 
fact,  for  many  years  all  oil  was  carried  from  Whiting  to  Gmnd  Junc- 
tion for  11^  cents  par  hundred  pounds,  or  from  6  cents  to  16i  cents  less 
than  the  legally  e.stiiblishcd  rate. 

Sfx:ret  tariffs  from  Whiting  to  Grand  Junction. — In  order 
to  bring  about  this  arrangement,  secret  tariffs  have  been  issued  naming 
a  Viiiv'  of  1:5  cents  per  hundred  pounds  from  Whiting  to  Grand  Junc- 
tion, when  destined  to  points  beyond  on  the  Southern  Railway  (for- 
merly the  Menii)his  and  Charleston).  These  tariffs,  in  other  words, 
made  a  proportional,  not  a  local  rate.  The  evidence  that,  although 
iiled,  they  were  secret,  is  given  in  section  8.  The  first  of  these  secret 
laiilis  to  be  filed  with  the  Interstate  Commerce  Commission  was  issued 
!)y  lh(».  Illinois  Central  Railroad  in  February,  18iH>,  though  there  is 
reiisoii  to  b(»lieve  that  the  published  combination  of  rates  was  evaded 
even  earlier  by  a  low  rate  to  Gnind  Junction.  This  first  filed  tariff 
read  from  Riverdale,  111.,  to  Grand  Junction.  Riverdale  Is  a  small 
station  near  Chicago,  and  is  the  junction  of  the  Illinois  Central  with 
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the  road  now  known  as  the  Chicago  Terminal  Transfer  Railroad,  which 
brought  the  oil  from  Whiting. 

In  September,  1897,  the  same  rate  was  named  in  a  taritf  issued  by 
the  Chicago  and  Eastern  Illinois  Railroad,  reading  from  Dolton,  111. 
(the  junction  of  that  road  with  the  Chicago  Terminal  Transfer  Railroad), 
to  Grand  Junction.  Under  this  tariff  the  Chicago  and  Eastern  Illinois 
carried  the  oil  as  far  as  Terro  Haute,  whence  the  Evansv^ille  and  Terre 
Haute  hauled  it  to  Evansville,  whence  the  Illinois  Central  took  it  to 
Grand  Junction.  The  Illinois  Central  tariff  remained  in  force  until 
February,  1898,  when  it  was  canceled  and  the  Chicago  and  Eastern 
Illinois  reissued  its  tariff  to  Grand  Junction.  The  last-named  issue 
remained  in  effect  until  December  11,  1905.  It  was  canceled  almost 
immediately  after  the  Grand  Junction  combination  was  discovered  by 
agents  of  the  Bureau  of  Corporations,  and  beyond  question  it  was  can- 
celed because  it  had  been  so  discovered.  A  copy  of  the  tariff  of  the 
Chicago  and  Eastern  Illinois  Railroad  issued  in  February,  1898,  naming 
the  13-cent  rate  to  Grand  Junction,  follows.  The  original  is  a  mimeo- 
graphed typewritten  sheet. 


L  C.  C.  No.  394.  T-€899. 

G.  F.  D.  No.  10445. 

CHICAGO  &  KASTERN  ILLINOIS  RAILROAD 

In  connei!tion  with 

EVANSVILLE  &  TERRE  HAUTE  RAILROAD. 

n.LINOIS  CENTRAL  RAILROAD 

PETROLEUM  AND  ITS  OIL  PRODUCTS;  CARLOADS. 

1  n  barrels  or  tank  oars. 

Minimum  weight:  When  in  tanks,  capacity  of  tank;  barrels,  24,000  lbs. 

From 

Dolton,  111., 

to 

GRAND  JUNCTION,  TENN. 

U  cents  jHjr  100  lbs. 

I88ued  February  3rd,  1898.  Effective  February  8th,  1898. 

Above  rate  applies  only  on  shipments  destined  points  on  or  reached  by  the 
Memphis  &  Charleston  R.  R.  and  will  not  apply  on  oil  for  Grand  Junction 
proper. 

Alx)ve  rate  will  also  apply  from  Whiting,  Ind.,  via  C.  T.  T.  Ry. 

Waybill  per  division  sheet. 

Wm.  Campbell,  F.  P.  Jeffries,  W.  D.  Hurlbut, 

O.  F.  A.,  a  iScE.  L  R.  K.,       G.  F.  A,,  E. d:  T.  11.  R.  R.,        O.  F.  A.,  I.  C.  R,  «., 

Chicago,  III.  Evansvilley  Ind.  lA)ni9ville,  A'//. 
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From  Doltoii  to  Gnind  Junction  by  way  of  Evansville  is  574  miles; 
from  liivordiilo  to  (irand  Junction  b\'  way  of  Cairo,  over  the  tracks 
of  the  Illinois  Central,  is  5Ul  miles. 

The  metliod  of  handling  this  combination  of  rates,  while  perhaps 
sufficiently  clear  already,  may  be  illustrated  by  a  typical  example,  say 
of  a  shipment  from  Whiting  to  Birmingham,  Ala.  The  only  published 
combination  of  rates  would  be  44  cents  per  100  pounds,  made  up  of  11 
cents,  the  published  rate  from  Whiting  to  Evansville,  plus  33  cents, 
the  published  rate  from  Evansville  to  Birmingham.  The  actual  rate 
paid  by  the  Standard  Oil  Company  on  hundreds  of  cars  shipped  to 
Birmingham  was  i^D^  cents,  made  up  of  13  cents  from  Whiting  to  Grand 
Junction,  plus  l{}h;  cents,  the  proportion  accruing  to  the  Southern  Rail- 
way from  (irand  Junction  to  Birmingham  under  the  Evansville  tariff. 

Section  4.  Gain  to  the  Standard  Oil  Company  by  the  Orand  Junction 
combination. 

In  order  to  determine  how  much  the  Standard  Oil  Company  prof- 
iU»d  by  the  use  of  the  secret  combination  instead  of  the  published 
rates  it  is  necessary  to  take  account  separately  of  each  individual 
point  of  final  destination,  ])ecause  for  different  destinations  the 
amounts  which  should  properly  accrue  to  the  Illinois  Central  Railroad 
from  Evansville  to  Grand  Junction  are  different.  The  Bureau  of  Cor- 
porations has  examined  the  sliipments  of  oil  via  Grand  Junction  in 
detail  for  two  months,  December,  li)04,  and  November,  1906,  the 
latter  being  the  last  month  during  which  the  (xrand  Junction  combina- 
tion rates  remained  in  force. 

During  December,  iJK)4,  W,)  cars  of  oil  were  shipped  from  Whiting 
by  way  of  (irand  Junction  to  points  in  the  South;  during  November, 
1905,  W,)  cars  were  so  shipped.  It  was  found  that  for  the  two  months 
combined  the  total  weight  of  oil  ship})ed  was  15,800,700  pounds.  At 
the  regular  tariff  rates  (1 1  cents  from  Whiting  to  Evansville,  plus  the 
varying  rates  from  Evansville  to  iiir.il  destinations)  the  proper  charge 
on  this  oil  would  have  been  $72,2U5.2S.  The  actual  charge,  based  on 
the  13-cent  rate  toCJn  nd  Junction  and  the  proportion  accruing  beyond 
Grand  Junction,  was  J?54,T57.0S.  The  difference,  which  represents 
the  extent  of  the  dei)arture  from  the  published  rates,  was  $17,537.60, 
or  a  trille  less  than  '2.")  per  c(Mit  of  the  proper  charge. 

Th(»  average  rate  ])er  liundrcMl  pounds  which  should  have  been 
charged  on  the  shipments  during  th(»se  two  months  was  45.74  cents. 
The  actual  rattMive raged  ;U.()4  cents,  an  undtM'charge  of  11.1  cents  per 
hundred  pounds. 

At  the  published  rates  th(>  average  charge  per  car  should  have  been 
$227.34.  The  actual  charge  was  $172.19  per  car,  or  an  undercharge 
of  §55.15  per  car. 
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On  the  basis  of  these  figures  it  is  possible  to  compute  with  approxi- 
mate accuracy  the  annual  direct  gain  to  the  Standard  Oil  C(  mpany 
from  the  use  of  the  Grand  Junction  rate.  The  records  of  the  agent 
at  Grand  Junction  show  that  during  1902  there  were  shipped  from 
Whiting  via  Grand  Junction  into  the  South  1,522  cars;  during  1904, 
1,519  cars;  and  during  the  first  eleven  months  of  1905,  1,350  cars. 
The  total  number  of  cars  thus  shipped  in  thirty-five  months  was  4,391. 
The  actual  total  weight  of  oil  in  these  cars  was  190,083,942  pounds, 
the  average  weight  per  car  being  43,290  pounds. 

It  is  fair  to  assume  that  the  shipments  of  December,  1904,  and 
November,  1905,  were  typical  shipments,  and  that  the  average  under- 
charge of  11.1  cent  per  hundred  pounds  shown  on  these  shipments 
would  represent  very  closely  the  undercharge  on  the  entire  shipments 
of  the  thirty-five  months  above  specified.  On  this  assumption  the 
total  undercharge  on  the  4,391  cars  would  have  amounted  to  $210,993. 18. 
This  is  equivalent  to  $6,028.38  per  month,  or  somewhat  more  than 
$72,000  per  year.  While  this  was  not  technically  a  '' rebate,"  it 
amounted  to  precisely  the  same  thing,  inasmuch  as  it  resulted  from  a 
secret  departure  from  the  published  freight  rates. 

The  difference  between  the  published  and  the  secret  rate  combina- 
tions from  Whiting  may  be  more  specifically  illustrated  by  compari- 
sons for  a  number  of  the  leading  towns  in  the  Southern  States.  Such 
a  comparison  is  presented  in  the  following  table: 

COMPARISON  OF  PUBUSHED  RATE  COMBINATION  ON  OIL  FROM  WHITING.  VIA  EVAN*S- 
\ILLE,  WITH  SECRET  RATE  COMBINATION,  VIA  GRAND  JUNCTION,  TO  POINTS  IN 
SOUTHERN  STATES,  1904. 

[Rates  in  cents  per  hundred  pounds.] 


Defltination. 


Birmingham,  Bessemer,  and  Pratt  City,  Ala 

Sclma,  Ala 

Spartanburg,  S.  C 

Atlanta,  Ga 

Florence,  Decatur,  and  Huntsville,  Ala 

Macon,  Ga 

Augusta,  Ga 

Chattanooga,  Tenn 

Knoxville,  Tenn 

Harriman,  Tenn 


Published 
EvaiLsville 
combina- 
tion. 

Grand 
Junction 
combina- 
tion. 

44 

•29. 5 

44 

37 

60.5 

52.1 

44 

33.2 

41 

26.6 

44 

85.2 

44 

36.5 

39.5 

26.9 

43.5 

34.8 

4.-) 

31.3 

Undcr- 
chargt'. 


8.4 
10.8 
14.4 

8.8 

7.5 
13.6 

8.7 
13.7 


This  table  shows  that  the  Grand  Junction  combination  to  Florence 
and  Huntsville,  Ala.,  was  more  than  one-third  below  the  published 
rate.  The  farther  east  the  shipments  went  and  the  longer  the  haul  of 
the  Southern  Railway,  the  less  was  the  difference  between  the  published 
and  the  secret  rates.  Thus,  to  Augusta,  Ga.,  the  published  rate  was 
44  cents  and  the  secret  rate  36^  cents. 
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The  Standard  Oil  Company  has  had  the  advantage  of  this  secret- rate 
combination  through  Grand  Junction  since  1896.  The  difference 
between  what  it  has  paid  during  this  period  and  the  charges  due  under 
the  published  tariffs  must  have  aggregated  over  half  a  million  dollars. 
Moreover,  the  incomplete  records  of  the  Illinois  Central  available 
before  the  13-cent  rate  was  established  indicate  the  probability  that  a 
similar  device  was  used  even  earlier,  though  the  precise  rates  charged 
are  not  known. 

Section  5.  Comparison  of  rates  from  Whiting  and  from  competing  points. 

The  difference  between  the  published  rates  and  the  secret  rates 
already  set  forth  does  not  by  any  means  measure  the  advantage 
which  the  Standard  Oil  Company  has  had  over  its  competitors  in  ship- 
ping to  points  reached  by  way  of  Grand  Junction.  Even  the  pub- 
lished rates  from  Wliiting  to  these  points  are  lower  than  the  rates  from 
Toledo,  Cleveland,  and  Pittsburg. 

This  statement  holds  true  of  practically  the  whole  South,  except  a 
few  points  near  the  Atlantic  sealyoard  and  a  few  points  in  Kentuck}'^ 
which  are  decidedly  nearer  to  the  independent  refining  points  than  to 
Whiting.  The  nature  and  extent  of  these  differences  in  published 
rates  are  more  fully  described  in  sections  20  and  21  below.  In  gen- 
eral, the  published  rates  from  Whiting  are  3i  cents  below  the  rates 
from  Toledo,  4  cents  below  the  rates  from  Cleveland,  and  7i  cents 
below  the  rates  from  Pittsburg.  If  these  differences  be  added  to  the 
11.1  cents  which  represents  the  average  deduction  from  the  published 
Evansvillc  combination,  there  has  been,  broadly  speaking,  a  differen- 
tial in  favor  of  Whiting  of  14^  cents  against  Toledo,  15  cents  against 
Cleveland,  and  18^  cents  against  Pittsburg.  Since  it  takes  less  than 
16  gallons  of  oil  to  make  a  hundred  pounds,  it  will  be  seen  that  in 
shipments  to  points  reached  by  the  Grand  Junction  combination 
Whiting  has  had  an  advantage  of  nearly  1  cent  per  gallon  over  Toledo 
and  Cleveland  and  of  more  than  1  cent  per  gallon  over  Pittsburg — a 
prohibitive  discrimination. 

Comparison  of  rates  and  distances.-  These  differences  in  rates 
may  be  illustrated  l)y  typical  points.  For  the  sake  of  brevity  only 
ihe  rates  from  Toledo  are  compared  with  those  from  Whiting  in  the 
present  section  and  only  a  few  destinations  are  shown.  In  section  18 
will  be  found  further  comparisons  of  rates  from  Cleveland  and  Pitts- 
burg, as  well  as  Toledo,  to  a  large  number  of  points  in  the  South,  and 
in  this  larger  table  the  points  which  take  the  Grand  Junction  i*ate  com- 
bination are  distinguished  from  the  others. 


GRAND   JUNCTION    COMBINATION. 


255 


OOMPARISOir  OP  RATES  ON   OIL  FROM   WHITING    VIA   GRAND  JUNCTION   AND    FROM 
TOLEDO  VIA  CINCINNATI  TO  LEADING  POINTS  IN  SOUTHERN  STATES,  1904. 

[Rates  in  centn  per  hundred  poundK.] 


Destination. 


Birmingham.  Ala. . . 

Florence,  Ala 

Selma,  Ala 

Spartanburg,  S.  C... 

Atlanta,-Ga 

Macon,  Ga 

Augusta,  Ga 

Chattanooga,  Tenn . 

Knoxville,  Tenn 

Harriman,  Tenn 


Rat«. 


From 
Whiting. 


29.6 

26.6 

37 

62.1 

33.2 

35.2 

36.5 

25.9 

34.8 

31.3 


From 
Toledo. 


47.6 

44.5 

47.5 

60 

47.5 

47.5 

47.5 

43 

43 

42 


Differ- 
ence in 
favor  of 
Whiting, 


18 

17.9 

10.5 

7.9 
14.3 
12.3 
11 
17.1 

8.2 
10.7 


Distance. 


From  Whiting. 


Short 
line. 


Miics. 
651 
570 
754 
771 
733 
821 

9ai 

695 
572 
529 


Actual 
route. 


Miles. 

820 

692 

923 

1,195 

1,003 

1,091 

1,391 

M9 

960 

1,011 


From 
Toledo. 


Miles. 


692 
638 
795 
701 
687 
776 
835 
649 
502 
470 


The  slightest  examination  of  this  table  will  show  that  the  wide  dif- 
ferences in  rates  between  Whiting  and  Toledo  have  no  justification 
whatever  upon  the  ground  of  distance.  The  table  shows  both  the  dis- 
tance from  Whiting,  by  the  shortest  route,  and  the  distance  actually 
covered  by  the  oil  in  its  movement  through  Grand  Junction,  which  is 
in  each  case  greater.  On  the  basis  of  the  short  line,  points  in  Ala- 
bama and  western  Tennessee  are  usually  nearer  to  Whiting  than  to 
Toledo;  but  the  actual  distance  from  Whiting  by  way  of  Grand  Junc- 
tion, in  every  case  shown  in  this  table,  is  decidedly  greater  than  the 
distance  from  Toledo.  It  is  true  that  in  determining  the  basis  of  rela- 
tive rates,  the  ordinary  practice  of  railroads  is  to  take  account  only  of 
the  short-line  distance,  on  the  ground  that  longer  lines  must  meet  the 
rates  named  by  the  shorter  lines.  In  this  particular  case,  however, 
the  longer  road,  by  way  of  Grand  Junction,  does  not  make  rates 
merely  to  meet  the  short-line  rates,  but  cuts  far  under  them;  more- 
over, the  route  was  made  unnecessarily  long  for  the  purpose  of  con- 
cealment. Points  in  eastern  Tennessee,  Georgia,  and  farther  east  are 
nearer  to  Toledo  than  to  Whiting  by  the  shortest  lines;  yet  to  these 
more  easterly  points,  (juite  as  much  as  to  the  more  westerly,  the  rates 
from  Whiting  are  very  much  lower  than  the  rates  from  Toledo. 

The  greatest  difference  between  Whiting  and  Toledo  mtes  appears 
in  shipments  into  northern  Alabama.  Thus  the  rate  from  Whiting 
to  Birmingham  and  adjacent  points  is  only  29i  cents,  against  4r7i 
cents  from  Toledo,  a  difference  of  18  cents.  The  Toledo  rate  is  61 
per  cent  above  the  Whiting  rate.  On  the  short-line  distance  Toledo 
is  about  6  per  cent  farther  from  Birmingham  than  Whiting  is,  but  by 
the  actual  route  traveled  Whiting  is  more  than  18  per  cent  farther 
than  Toledo. 
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In  the  case  of  shipments  to  Atlanta  the  rate  from  Whiting  is  33.2 
cents  and  from  Toledo  47.5  cents,  an  excess  of  14.3  cents,  or  43  per 
cent.  Even  by  the  short  line  Whiting  is  somewhat  farther  from 
Atlanta  than  Toledo  is,  and  b}'  the  actual  roi|te  tmveled  Whiting  is 
more  than  300  miles  farther  away  than  Toledo. 

The  great  disparities  between  the  rates  and  the  distances  to  Bir- 
mingham and  Atlanta  may  be  better  appreciated  by  referring  to  the 
accompanying  map,  which  shows  also  Chattanooga,  Tenn.,  and  Green- 
ville, S.  C.  The  map  shows  the  actual  distances  from  Whiting  via 
Grand  Junction  in  parentheses. 

The  most  remarkable  example  of  the  roundabout  manner  in  which 
oil  has  moved  in  order  to  take  advantage  of  the  Grand  Junction  com- 
bination of  rates  is  in  shipments  to  Knoxville  and  Harriman,  Tenn. 
The  direction  of  the  movement  is  shown  in  the  map  facing  page  248.  The 
short-line  distance  from  Whiting  to  Harriman,  by  way  of  Louisville, 
is  529  miles.  Instead  of  following  this  natural  route,  the  oil  went 
nearly  down  to  the  southwestern  corner  of  Tennessee,  then  along  the 
northern  edge  of  Alabama  to  Chattanooga,  thence  north  to  Knox^'ille 
and  back  west  to  Harriman,  making  a  total  distance  of  1,011  miles. 
For  this  haul  the  railroad  charge  from  Whiting  was  31.3  cents,  while  it 
was  42  cents  for  the  470  miles  from  Toledo;  that  is,  for  more  than 
twice  the  haul  the  charge  was  one-fourth  less. 

CoMPAKisON  OF  RATKS  PKK  TON  i»ER  MILE. — The  relation  between  the 
rates  and  the  distances  to  the  ix)ints  covered  by  this  table  may  be 
more  readily  appreciated  by  comparing  the  rates  per  ton  per  mile,  as 
follows: 

COMPARISON  OF  RATES  ON  OIL  PKR  TON  PKR  MILE.   FROM  WHITING  VIA  GRAND  JUNC/- 
TION  AND  FROM  TOLKDO  VIA  CINCINNATI  TO  POINTS  IN  SOUTHERN  STATES,  1901. 


From  Whiting 


Birmingham,  Ala  .. 

Florence,  Ala 

Selma,  Ala 

SiMirtanburg,  S.  C... 

Atlanta,  Ga 

Macon,  Ga 

Augusta,  Ga , 

Chattanooga,  Tenn. 
Knoxville,  Tenn  ... 
Harriman,  Tenn 


On  short- 
line  dis- 
tance. 

0.91 
.93 
.98 

1.35 
.91 
.86 
.81 
.87 

1.22 

1.18 


On  actual 
distance. 


0.72 
.77 
.80 
.87 
.66 


From 

Toledo,  on 

ebort-Une 

distance. 


1.37 
1.89 
1.19 
1.71 
1.38 
1.23 
l.U 
1.57 
1.71 
1.79 


This  table  shows  that  the  rate  per  ton  per  mile  on  oil  moving  from 
Toledo  to  the  leading  points  of  the  South  was  from  20  per  cent  to  80 
per  cent  higher  than  the  rate  per  ton  per  mile  from  Whiting,  even 


MAP  COMPARINQ  OIL  RATES  FROM  WHITINQ,  VIA  GRAND  JUNCTION.  AND  FROM 
TOLEDO.  TO  BIRMINGHAM,  ALA..  ATLANTA,  GA..  ANO  GREENVILLE,  8.  0.  (SHORT 
LINE  DISTANCES  SHOWN;  ALSO  ACTUAL  DISTANCE  FROM  WHITING  VIA  GRAND 
JUNCTION.) 
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when  the  short-line  mileage  from  Whiting  is  taken  as  the  basis. 
When  the  mileage  b}^  the  route  actually  followed  from  Whiting  is 
taken  as  the  basis,  the  rate  per  ton  per  mile  ranges  from  49  per  cent 
to  188  per  cent  higher  for  Toledo  than  for  Whiting;  that  is,  in  the 
extreme  case  the  Toledo  rate  is  relatively  nearly  three  times  as  high  as 
the  Whiting  rate. 

While  for  convenience  only  Toledo  rates  have  been  compared  with 
WTiiting  in  the  above  tables,  these  rates  may  be  used  as  a  basis  for 
similar  comparisons  as  to  other  competing  points.  The  rates  from 
Findlay,  Ohio,  are  in  all  cases  the  same  as  from  Toledo;  the  rates  from 
Marietta,  Ohio,  are  in  all  cases  1  cent  below  thpse  from  Toledo;  the 
rates  from  Cleveland  are  one-half  cent  higher  than  the  rates  from 
Toledo,  and  the  rates  from  Pittsburg  and  other  western  Pennsylvania 
refining  points  4  cents  higher  than  the  rates  from  Toledo.  Toledo  is, 
therefore,  allowed  a  very  little  advantage  over  Cleveland  on  account 
of  its  being  somewhat  nejirer  to  the  Ohio  Kiver  gateways,  while 
Pittsburg,  which  is  but  little  farther  from  Cincinnati  than  Cleveland 
is,  has  to  pay  decidedly  higher  rates  on  oil,  and  is  thus  put  at  a  still 
greater  disadvantage  in  comparison  w  ith  Whiting. 

Comparison  of  oil  rates  and  class  rates.— Not  only  do  differ- 
ences of  distance  in  no  way  justify  the  extreme  differences  in  rates  on 
oil  as  between  Whiting  and  independent  refining  points  on  shipments 
to  the  South,  but  the  arrangement  of  oil  imtes  is  wholly  different  from 
that  of  rates  on  other  goods.  On  classified  articles  the  rates  to  the 
territory  now  jmder  consideration  are,  broadly  sjieaking,  about  the 
same  from  Whiting  as  from  Cleveland,  Toledo,  and  Pittsburg. 

Oil  rates  in  the  South  are  nearest  to  sixth-class  rates  of  the  South- 
em  Classification;  in  the  North  to  fifth  class  rates  of  the  Official 
Classification.  From  Pittsburg,  and  in  some  cases  from  Whiting  and 
Ohio  points,  through  rates  arc  made  into  the  South  on  sixth-class 
goods  of  the  Southern  Classification.  When  there  are  no  through 
rates  on  sixth-class  (Southern),  oil  rates  may  be  compared  with  the 
sum  of  the  local  fifth-class  (OflBcial)  rates  north  of  the  Ohio  River  and 
the  local  sixth-class  (Southern)  rates  south  of  the  river.  For  con- 
venience these  combined  fifth  and  sixth  class  rates  are  hereafter 
referred  to  as  fifth-sixth  cla.ss  rates,  or  simply  as  class  rates. 

The  class  rates  from  Whiting  are  the  same  or  nearly  the  same  as  the 
rates  from  Toledo  to  points  in  Alabama,  and  slightl}^  higher  than  the 
rates  from.Toledo  to  southern  points  farther  to  the  east.  The  rates 
from  Cleveland  on  classified  articles  are  almost  precisel}'  the  same  as 
from  Toledo,  being  usually  one -half  cent  either  above  or  below.  The 
rates  from  Pittsburg  on  class  articles  are,  generally  speaking,  even 
lower  than  those  from  Cleveland,  particularly  to  the  more  eastern  part 
of  the  territory  now  undci*  consideration. 


258 


TBANSPOBTATION  OF  PETROLEUM. 


These  statements  may  be  illustmted  by  the  following  table,  which 
compares  the  oil  rates  and  the  class  rates  from  Whiting  and  from 
Toledo,  respectively,  to  the  leading  points  under  discussion.  The  last 
column  in  this  table,  as  in  other  tables  of  the  same  character  pre- 
sented elsewhere,  shows  the  advantage  given  to  Whiting  in  oil  trans- 
portation as  judged  on  the  basis  of  class  rates.  The  construction 
of  this  column  may  be  illustrated  by  a  typical  example.  On  ship- 
ments to  Atlanta  the  class  rate  from  Whiting  is  61  cents,  as  com- 
pared with  58i  cents  from  Toledo,  a  diflPerence  of  2^  cents  against 
Whiting.  The  oil  rate  from  Whiting  is  33.2  cents,  as  compared  with 
47.5  cents  from  Toledp,  a  difference  in  favor  of  Whiting  of  14.3  cents. 
Adding  these  two  diflferentials  gives  a  total  differential  of  16.8  cents 
in  favor  of  Whiting  as  against  Toledo  on  the  basis  of  comparison  of 
oil  rates  with  class  mtes.  If  it  were  assumed  that  oil  rates  should 
bear  the  same  relation  to  one  another  as  class  rates,  then  it  would  be 
proper  to  my  that  the  Whiting  rate  on  oil  is  16.8  cents  lower  than  it 
should  be  in  comparison  with  Toledo. 

COMPARISON  OF  OIL  RATES  (OIL  RATES  FROM  WHITING  BASED  ON  GRAND  JUNCTION 
COMBINATION)  WITH  RATES  ON  FIFTH-SIXTH  CLASS,  FROM  WHITING  AND  FROM 
TOLEDO  TO  SELECTED  POINTS  IN  SOUTHERN  STATES,  1904. 

[Rates  In  cents  per  hundred  pounds.] 


BirminKham,  Ala  . 

Florence.  Ala 

Selma,  Ala 

Spartanburg,  S.  C  . 

Atlanta.  (Ja 

Maoon,  Ga 

Augusta,  Ga 

Chattanooga,  Tenn 
Knoxville,  Tenn  .. 
Harriman,.Tenn. . . 


Fnjin 
Whiting. 


th  Clara 

8. 

Oil  rates. 

Advantage 
ofWhiUng 

From 
Toledo. 

From 
Whiting. 

From 
Toledo. 

on  a  com- 
parison 
with  class 
rates. 

46 

29.5 

47.5 

18 

4C 

26.6 

44.5 

17.9 

57 

37 

47.5 

9.5 

60.5 

52.1 

60 

12.4 

58.5 

33.2 

47.5 

16.8 

58.5 

35.2 

47.5 

14.8 

47.5 

36.5 

47.5 

17.5 

42.5 

25.9 

43 

19.6 

42.5 

34.8 

43 

10.7 

42. 5 

31.3 

42 

13.2 

It  will  be  seen  that  the  cla^s  rates  from  Toledo  are  in  every  case  but 
one  the  same  as  or  lower  than  the  class  rates  from  Whiting.  The 
advantage  of  Whiting  in  oil  rates  as  measured  by  class  I'ates  ranges 
from  y.5  cents  on  shipments  to  Selina  up  to  19.6  cents  on  shipments  to 
Chattanooga. 

In  the  more  detailed  tables  in  section  18,  the  class  rates  from 
Whiting,  Toledo,  Cleveland,  Pittsburg,  and  Marietta  to  all  the  lead- 
ing ]K)ints  in  tlM>  South  are  compared  with  the  oil  rates,  points  reached 
from  Whiting  by  the  Grand  Junction  combination  being  designated. 

As  stated  in  Chapter  1  of  this  report,  there  are,  in  many  cases, 
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sufficient  reasons  why  the  freight  rates  on  particular  commodities 
should  not  be  adjusted  as  between  diflPerent  shipping  points  on  the 
same  general  basis  as  class  rates.  In  the  case  of  oil  shipments,  how- 
ever, no  good  reason  whatever  can  be  assigned  for  giving  Whiting 
special  commodity  rates  more  favomble  than  those  from  the  compet- 
ing refining  points  farther  oast.  The  ordinary  principle  of  com- 
modity i*ate  making,  that  of  equalizing  competition,  would  demand 
that  the  rates  to  practically  all  points  in  the  South  should  be  precisely 
the  same  from  each  of  these  five  important  refining  points,  which 
are,  broadly  speaking,  at  approximately  equal  distances. 

Virtually  the  same  result  of  putting  the  refineries  on  an  equality 
would  be  secured  by  following  closely  the  class  rates.  The  exti'a-' 
ordinary  diflperence  in  favor  of  Whiting  is  distinctly  a  discrimina- 
tion in  behalf  of  the  Standard  Oil  Company  at  the  expense  of  its 
competitors. 

If  the  Standard  Oil  Company  had  been  compelled  to  pay,  to  the 
points  which  it  has  for  years  reached  b}'  the  way  of  Grand  Junction, 
rates  on  the  same  basis  as  those  charged  to  its  competitors  at  Cleve- 
land, Toledo,  and  Pittsburg,  its  freight  charges  would  have  l)een  at 
least  $100,000  per  year  greater  than  they  actually  have  been. 

Section  6.  Shipments  on  other  rates  to  points  covered  by  Grand  Junction 
combination. 

The  traffic  manager  of  the  Standard  Oil  Compan3%  seeking  to 
minimize  the  importance  of  the  Gmnd  Junction  rate,  said  that, 
notwithstanding  the  very  low  combination  by  way  of  Grand  Junc- 
tion, that  company  shipped  large  quantities  of  oil  from  Whiting  to 
the  same  destinations  on  combinations  of  rates  based  on  Evansville 
and  Louisville,  paying  the  higher  rates  by  way  of  those  gateways. 
He  said  that  the  Standard  aimed  to  give  each  railroad  company  a 
share  of  the  traffic  even  though  it  might  be  necessary  to  pay  higher 
rates.  ^ 

An  examination  of  the  records  of  shipments,  however,  shows  that  to 
points  which  could  be  reached  by  the  Gmnd  Junction  combination  the 
Standard  Oil  Company  shipped  comparatively  few  cars  from  Whiting 
on  which  it  paid  higher  rates  by  wa}'  of  other  gateways.  In  most  of 
these  cases,  moreover,  there  was  not  nuich  difference  between  the 
Grand  Junction  rate  and  the  other. 

As  explained  more  fully  in  section  11  of  this  chapter,  the  Chicago 
and  Eastern  Illinois  made  a  secret  rate  from  Whiting  to  Evansville  of 
8i  cents  per  hundred  pounds,  and  on  shipments  destined  to  certain 
points  in  the  South  cut  this  rate  still  further  to  6  cents.  An  examina- 
tion of  the  cases  in  which  this  6-cent  rate  was  applied  to  Evansville 
shows  that  in  general  it  was  applied  on  oil  destined  to  points  which 
could  be  reached  by  way  of  the  Gmnd  Junction  mte  combination,  the 
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obvious  purpose  being  to  reduce  the  diflPerence  between  the  cost  of 
shipment  by  way  of  Evansville  and  that  by  way  of  Grand  Junction. 

The  following  table  compares  for  December,  1904,  shipments  on 
which  the  Evansville  rate  combination  was  used  to  points  which 
might  be  reached  by  the  Grand  Junction  rate  combination  with  ship- 
ments by  way  of  Grand  Junction.  It  is  based  upon  the  actual  records 
of  shipments  of  the  Southern  Railway  from  Grand  Junction  and  the 
records  of  the  Louisville  and  Nashville  Railroad  from  Evansville. 
The  Louisville  and  Nashville  is  the  only  railroad  except  the  Southern 
itself  which  could  deliver  oil  to  these  destinations  directly  from 
Evansville.  The  table  also  compares  the  rates  under  the  two  \jombi- 
nations. 


MOVEMENT  OF  PETROLEUM  AND  ITS  PRODUCTS.  IN  CARLOADS,  VIA  EVANSVILLE  AND 
THE  LOUISVILLE  AND  NASHVILLE  RAILROAD,  AS  COMPARED  WITH  THE  MOVEMENT 
FROM  WHITING,  IND.,  VIA  EVANSVILLE  AND  GRAND  JUNCTION,  DECEMBER.  1901. 

[Rates  In  effect  December  15,  1904,  in  cent«  per  hundred  pounds.] 


Tt>— 


Anniston,  Alii 

Athens,  Ga 

Augusta,  Gn 

Birmingham,  Ala. 
Columbia,  S.  C . . . . 
Eufaula,  Ala 


Via  Evansville  and 
Louisville  and  Nash- 
ville R.  R. 

Number  Rate  from 
of  cars.       Whiting. 


47.25 


From  WhitinK  via 
Grand  Junction. 


Number      Rate  from 
of  cars.    ;    Whiting. 


33.3 
36. 5 
36.5 
29.5 
42.2 
87.3 


Total  to  |>oint8  named 

Total  to  all  pt>ints  reached  via  (irand  Junction. 


14 

14 


J 


24 

169  ' 


Shipments,  aggregating  145  carloads,  were  made  from  Whiting  via 
Grand  Junction  during  December,  1904,  to  points  to  which  no  ship- 
ments were  made  via  Evansville  and  the  Louisville  and  Nashville  Rail- 
road, although  many  of  them  might  have  been  reached  by  the  Louisville 
and  Nashville  and  its  connections.^ 

The  total  number  of  cars  shipped  through  Grand  eJunction  during 
December,  1904,  was  109,  while  only  14  cars  were  shipped  by  way  of 

«The  other  pointa  to  which  phipments  were  made  by  way  of  Grand  Junction  in 
December,  1904,  were  as  follows:  Tennessee — Chattanooga,  Clevelan<l,  Coal  Creek, 
Harriman,  Knoxville,  and  Petros.  South  Carolina — Aiken,  Anderson,  Greenville, 
Greenwood,  I^urens,  Pelzer,  Seneca,  Spartanburg,  and  Union.  Mississippi — Cor- 
inth, luka,  and  Meridian.  Alabama— Bessemer,  Blocton,  Blossburg,  Collinsville, 
Decatur,  Ensley,  p]utaw,  Florence,  Gadsden,  (ircen8l)oro,  Huntsville,  Jasper,  Livings- 
ton, Marion,  Opelika,  Pratt  City,  Selma,  Talladega,  Thomas,  Troy,  Tuscalooea,  Union- 
town,  and  Union  Springs.  Georgia — Americus,  Atlanta,  Barnesville,  Bremen,  Car- 
rollton,  Cartersville,  Cedartown,  Columbus,  Dalton,  Dawson,  Dublin,  Durham,  East- 
man, Elberton,  (iainesville,  Hawkinsville,  Jackson,  Lagrange,  Macon,  Madison,  Rome, 
Social  Circle,  AVashington,  Waverly  Hall,  and  Waynesboro. 
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the  Louisville  and  Nashville  to  points  which  might  have  been  reached 
by  the  Grand  Junction  rate  combination.  On  these  few  cars,  with 
the  exception  of  those  to  Birmingham,  the  diflPerence  of  rate  was  not 
very  great;  and  the  shipments  to  Birmingham  by  way  of  Grand  Junc- 
tion were  very  much  more  numerous  than  those  by  way  of  Evansville. 
It  is  impracticable  to  compare  the  shipments  from  Whiting  by 
Louisville  and  those  by  Grand  Junction  to  points  which  might  be 
reached  by  either  route,  because  the  Louisville  and  Nashville  Railroad 
receives  at  Louisville  cars  not  merely  from  Whiting,  but  also  from 
other  refining  points  of  the  Standard  Oil  Company,  like  Cleveland, 
Franklin,  and  Rochester,  which  could  not  be  shipped  by  way  of  Grand 
Junction  at  the  low  rates.  As  a  matter  of  fact,  it  is  known  that 
some  shipments  of  lubricating  oil  are  made,  particularly  from  Frank- 
lin and  Rochester,  to  points  in  the  South  by  way  of  Louisville.  The 
total  number  of  cars  shipped  over  the  Louisville  and  Nashville  from 
Louisville  during  December,  1904,  to  points  which  might  have  been 
reached  from  Whiting  by  way  of  Grand  Junction,  was  only  12,  and 
it  is  highly  probable  that  most  of  these  cars  did  not  come  from  Whit- 
ing at  all. 

Section  7.  Methods  of  billing  and  accounting  on  shipments  via  Chrand 
Junction. 

Blind-billing. — For  the  evident  purpose  of  concealing  the  existence 
of  the  low  combination  of  rates  by  way  of  Grand  Junction,  the  railroad 
companies  made  use  of  the  device  known  as  blind-billing,  and  of 
other  peculiar  methods  in  connection  with  the  handling  of  the  oil. 
Further  evidence  as  to  the  collusion  of  the  railroads  and  the  Standard 
Oil  Company  in  adopting  these  devices  is  presented  in  section  9,  below. 
The  purpose  of  the  present  section  is  merely  to  describe  the  methods 
used. 

At  least  as  far  back  as  October,  1896,  the  Illinois  Central,  which 
then  handled  the  Grand  Junction  business  wholly  over  its  own  tracks, 
was  using  tRe  device  of  blind -billing — that  is,  making  out  waybills 
covering  the  shipments  of  oil  from  Whiting  to  Grand  Junction  with- 
out showing  the  rate  or  the  amount  of  freight  due,  as  is  ordinarily 
done  in  waybills.  For  a  few  months  after  the  oil  commenced  to  move 
by  way  of  Evansville  there  were  no  arrangements  for  through  billing; 
that  is  to  say,  the  Chicago  and  Eastern  Illinois  made  a  waybill  cover- 
ing the  shipment  from  Dolton  to  Evansville,  and  the  Illinois  Central 
another  waybill  from  Evansville  to  Grand  Junction.  The  Illinois 
Central,  at  any  rate,  showed  no  rates  on  its  waybills  from  Evansville 
to  Grand  Junction,  but  used  blind- bills. 

Beginning  March  1,  1898,  arrangements  were  made  for  through 
billing,  by  which  the  oil  could  be  carried  over  the  three  distinct  lines 
from  Whiting  to  Grand  eTunction  on  one  waybill.     It  was  also  arranged 
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that  such  waybills  should  not  show  the  rate  of  freight  or  the  amount 
of  freight  due.  This  practice  was  continued  down  to  the  time  when 
the  Grand  Junction  rate  was  abolished. 

The  original  waybills  made  out  by  the  Chicago  and  Eastern  Illinois 
Railroad  at  Dolton  were  delivered  with  the  cars  to  the  Illinois  Cen- 
tral agent  at  Grand  Junction,  and  by  him  returned  to  the  freight 
auditor  of  the  Illinois  Central  at  the  general  office  at  Chicago.  Not 
until  the  waybills  reached  the  freight  auditor's  office  and  it  became 
finally  necessary  to  compute  the  earnings  was  the  rate  of  13  cents  per 
hundred  pounds  entered  on  the  waybills  and  the  charges  computed. 
The  freight-forwarded  abstract  of  the  agent  of  the  Chicago  and 
Eastern  Illinois  at  Dolton  showed  only  the  weight  of  the  oil  without 
the  rate  or  charges,  and  the  same  was  true  of  the  freight-received 
abstract  of  the  Illinois  Central  agent  at  Grand  Junction;  but  on  this 
latter  abstract  the  rate  off  reight  and  the  extension  of  charges  were 
subsequently  entered  in  the  office  of  the  freight  auditor. 

Unlike  the  usual  practice  when  a  product  is  billed  to  one  station 
but  is  destined  ultimately  to  a  point  beyond,  the  waybills  on  oil  shipped 
from  Whiting  to  Grand  Junction  did  not  show  on  their  face  the  final 
destination.  They  were  almost  invariably  marked  simply  ^^  Standard 
Oil  Company  for  beyond." 

Opposite  this  page  is  a  photographic  reproduction  of  a  copy  of  a 
sample  waybill  for  a  shipment  of  oil  from  Whiting  to  Grand  Junction 
on  December  1,  1004.  The  rate  and  extension  printed  in  red  were 
entered  on  the  original  in  a  diflperent  ink  and  handwriting  from  the 
remainder  of  the  waybill,  these  entries,  as  has  already  been  stated, 
liaving  been  made  in  the  office  of  the  freight  auditor  of  the  Illinois 
Central. 

The  stamps  appearing  on  this  waybill  were  copied  in  ink  by  the 
agents  of  the  Bureau.  They  simply  show  the  record  of  the  receipt  of 
the  oil  by  the  Evansville  agent  of  the  Evansville  and  Terre  Haute 
Railroad  and  its  subsequent  receipt  by  the  Evansville  agent  of  the 
Illinois  Central  Railroad. 

Method  of  kebilling  oil  at  Grand  Junction. — ^The  Illinois  CSen- 
tral  Railwii}'  and  the  Southern  Railway  have  a  joint  agent  at  Grand 
Junction,  Tcnn.  Ordinarily  when  a  car  which  is  not  billed  throu|;h  on 
a  single  waybill  is  turned  over  by  one  railroad  to  another  at  a  junction 
point,  whether  each  railroad  has  a  separate  agent  or  whether  they 
have  a  joint  agent,  the  first  railroad  delivers  to  the  second  a  paper 
known  as  a  transfer.  This  shows  the  origin  of  the  shipment.  In  case 
the  shipment  is  being  carried  on  a  through  rate,  it  usually  shows 
what  that  through  rate  is  and  the  proportions  which  accrue  to  the 
participating  roads.  It  also  shows  the  final  destination  and  the  oon- 
signoe.  Ordinarily,  w^here  the  product  is  handled  on  a  through  Tate, 
if  shipped  prepaid,  the  local  agent  of  the  first  railroad  at  the  point  of 
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)rigin  collects  the  entire  amount  of  freight,  and  the  waybill  is  the 
mthority  to  the  agent  at  the  junction  to  pay  the  agent  of  the  connect- 
ng  line  its  proportion  of  the  charges. 

To  preserve  the  integrity  of  established  through  rates,  the  several 
mrticipating  roads  are  bound  to  know  that  the  whole  rate  in  each  case 
s  charged.  No  road  is  justified  in  assessing  its  agreed  proportion 
vithout  evidence  that  the  others  have  assessed  their  agreed  propor- 
ions  also.  In  other  words,  a  proportion  of  an  agreed  through  rate  is 
lot  in  itself  a  rate,  and  unless  each  preceding  railroad  has  assessed  its 
iorrect  proportion,  connecting  or  succeeding  railroads  are  in  duty 
)ound  to  charge  their  local  rates  from  their  respective  junctions 
nstcad  of  proportions  of  the  through  rate. 

In  the  case  of  shipments  of  oil  by  way  of  Grand  Junction,  this  pro- 
«dure  was  not  followed.  The  joint  agent  of  the  Illinois  Central  and 
he  Southern  Railway  did  away  altogether  with  the  form  of  the  trans- 
er.  He  received  his  instructions  as  to  the  point  of  final  destination 
nd  the  consignee  not  from  the  original  waybill,  but  from  a  memo- 
andum,  letter,  or  telegram  from  the  Standard  Oil  Company.  He 
id  not  know  that  the  Illinois  Central  Railroad  had  assessed  its  proper 
proportion  of  the  only  published  through  rate  from  Evansville,  and 
he  fact  that  fhe  oil  was  blind-billed  to  Grand  Junction  should  have 
rarned  him  that  it  had  probably  not  done  so.  All  that  he  had  was 
he  waybill  reading  from  Whiting  to  Grand  Junction,  which  showed 
o  rate.  He  made  out  a  new  waybill  on  the  Southern  Railway  to  the 
estination  indicated,  and  inserted  as  the  freight  rate  the  proportion 
f  the  Evansville  rate  accruing  south  of  Grand  Junction.  This  way- 
ill  showed  nothing  as  to  what  had  taken  place  north  of  Grand 
unction  except  that  the  oil  had  cpme  from  Whiting. 

The  joint  agent  at  Grand  Junction,  of  course,  had  his  instructions 
or  handling  the  oil  in  this  way.  When  questioned  by  the  agent  of 
lie  Bureau  he  stated  that  he  could  not  recall  when  he  first  received 
iese  instructions.  For  at  least  several  years  back,  however,  the 
ivision  sheets  had  apparenth^  given  him  authority  for  following  this 
Tocedure,  at  least  in  substance.  The  traflSc  department  of  the  South- 
rn  Railway  sent  him  in  1903  an  amendment  to  its  division  sheet  of 
ipril  3, 1903,  reading  as  follows: 

On  oil  from  points  north  of  Evansville  reaching  Grand  Junction  via  Evansville 
^ents  will  assess  the  proportion  shown  foiith  of  Grand  Junction — i.  e.,  the  propor- 
ons  in  columns  headed,  "Southern  Railway,  Memphis  Division,'*  and  **Ea8t  of 
hattanooga/' 

On  the  division  sheet  which  was  issued  in  1904,  in  connection  with 
le  latest  tariff  of  the  Southern  Railway  reading  from  Evansville, 
iibstantially  this  same  note  appears,  printed  at  the  bottom  under  the 
eading  ** Important  note."  This  note  would  naturally  be  interpreted 
y  the  agent  as  an  instruction  to  him  to  assess  the  proportion  south  of 
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Grand  Junction,  regardless  of  the  rate  which  had  been  paid  to  Grand 
Junction,  and  notwithstanding  the  fact  that  the  oil  was  waybilled  to 
him  from  Whiting  and  not  from  Evansville,  as  it  should  have  been 
because  the  tariflf  to  which  the  divisions  applied  read  only  from  Evans- 
ville. The  Southern  Railway  oflScials,  however,  deny  that  this  was 
the  purpose  of  the  note.  The  matter  is  further  discussed  in  section  8. 
Collection  vouchers. — The  freight  charges  on  oil  shipped  by 
way  of  Grand  Junction  have  been  collected  by  the  exceptional  method 
of  a  summary  bill  or  collection  voucher.  That  is  to  sa}-,  instead  of 
payment  of  the  freight  to  the  local  agent  of  the  Chicago  and  Eastern 
Illinois  at  Dolton  Junction  at  the  time  of  shipment  or  from  week  to 
week,  the  collection  has  been  miide  through  the  freight  auditor  of  the 
Chicago  and  Eastern  Illinois.  Similarh^  the  charges  of  the  Southern 
Railway  beyoi^d  Grand  Junction  have  been  collected  through  the 
freight  auditor  of  that  company.  The  following  is  a  copy  of  one  of 
the  bills,  which  the  Chicago  hnd  Eastern  Illinois  Siiilroad  describes 
by  the  term  *' Collection  voucher.''^  In  the  original  certain  minor 
changes  had  been  made,  and  the  copy  shows  the  corrected  figures. 


Auditor's  No.  22422. 
Month  of  November,  1905. 
Standard  Oil  Company,  Chicago,  Ilia. 

To  The  Chicago  &  Eastern  Illinois  liailroa*!  Co.,  Dr. 

If  an  error  be  found  in  this  account  please  return  to  auditor  f<>r  correction,  otherwise  remit 
checlt  to  onler  of  the  company,  quoting  Audit  No.  shown  above. 

Dept.  No 

1905. 
Dec.  6.  For  freight  charges  on  oil  billed  prepai<l  to  Grand  Junction, 
Tenn.,  from  November  16th  to  I^th,  inclusive,  but  which 
have  not  Ixjen  i)repaid  and  are  collecti])le  from  your  com- 
pany as  per  agreement — statement  attached. 

3,583, 737  pounds  («)  1 3(|;  jHjr  cwt 4(y>8.  86 

Freight  earnings  other  TH  J 


Correct  UK) 

AGM  12/6/05 
Approved  RKCKIVED     Forty  six  hundRnl  fifty-eight 

and  86  100 Dollars 

Auditeil  in  full  for  al>ove  account, 

JJD 

Auditor  

$4,  {\oH.  Hiy 


The  collection  of  charges  of  the  Southern  Railway  through  the 
auditor's  office  was  made  in  a  somewhat  similar  manner,  the  only 


«The  wonls  "as  per  agreement "  in  this  collecticm  voucher  do  not  in  themselves 
indicate  that  the  rate  waa  a  special  scttrct  rate  covered  by  agreement.  These  words 
might  ]>e  usc<l  merely  to  indicate  that  there  was  an  agreement  that  freight  charges 
should  be  marked  prepaid  and  collected  by  meant?  of  a  summary  bill  from  time  to 
time. 


GRAND    JUNCTION    COMBINATION.  365 

essential  diflference  arising  from  the  fact  that  the  rates  from  Grand 
Junction  to  various  destinations  varied  so  that  an  extension  of  the  rate 
on  each  car  was  necessary. 

Section  8.  Evidence  of  secrecy  and  illegality. 

Although  the  statement  already  made  with  regard  to  the  method  of 
handling  oil  by  way  of  Grand  Junction  shows  clearly  that  this  rate 
combination  was  much  less  than  the  ordinary  recognized  combination 
by  way  of  Evans ville,  and  although  the  general  description  already 
given  indicates  its  secrecy,  it  is  still  urged  by  the  oflScers  of  the 
Standard  Oil  Company  that  the  rates  charged  the  Standard  were  tariflf 
rates,  and  that  the  arrangement  was  legal.  A  brief  consideration  will 
show  the  fallacy  of  this  contention. 

Use  of  the  rROPORTioNS  south  of  Grand  eTuNOTiON. — ^The  traffic 
manager  of  the  Standard  Oil  Company,  when  asked  regarding  the 
Grand  Junction  combination  of  rates,  asserted  that  there  was  nothing 
secret  about  it;  that  it  was  based  on  published  tariffs.  He  admitted 
that  the  rate  was  exceedingly  advantageous  to  the  Standard,  but  held 
that  the  company  was  justified  in  taking  advantage  of  any  legal  rates 
which  the  railroads  were  willing  to  give  it. 

He  asserted  that  the  Standard  Oil  Company  had  from  the  railroads 
the  documents  showing  the  authority  for  the  rates  actually  used, 
namely,  (1)  the  tariff  of  the  Chicago  and  Eastern  Illinois  bearing  on  its 
face  the  Interstate  Commerce  Commission  number  and  naming  the 
13-cent  rate  to  Gnmd  Junction,  and  (2)  the  issue  of  the  Southern  Bail- 
way;  that  is,  the  division  sheet  already  described,  naming  proportional 
rates  beyond  Grand  Junction  and  stating  that  these  proportions  were 
to  be  applied  on  shipments  coming  from  north  of  Evansville.  He 
referred  particularly  to  the  note  attached  to  the  division  sheet  of 
the  Southern  Railway,  already  quoted,  as  being  proper  authority,  from 
the  standpoint  of  the  Standard  Oil  Company,  to  justify  that  company 
in  considering  the  rates  open  and  legal. 

The  traffic  manager  avsscrted  further  that  so  far  as  he  knew  there 
was  no  collusion  between  the  Standard  Oil  Company  and  the  railroads 
to  keep  the  knowledge  of  this  combination  of  rates  from  the  general 
public. 

The  present  traffic  manager  was  not  connected  with  the  Standard 
Oil  Conjpany  when  the  (Jrand  Junction  rate  was  initiated,  and  might 
not  be  familiar  with  the  conditions  under  which  it  was  first  estab- 
lished; but  as  an  expert  traffic  man  he  could  not  have  failed  to 
know  that  the  combination  of  rates  from  Whiting  by  way  of  Grand 
Junction  to  final  destinations  in  the  South  was  not  a  legal  combination. 

As  shown  below,  the  tariff  naming  the  13-cent  rate,  although  filed 
with  the  Interstate  Commerce  Commission,  was  effectively  secret 
But  if  it  had  been  conspicuously  open,  there  was  still  no  authority  for 
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carrying  oil  beyond  Grand  Junction  on  the  rates  actually  applied. 
There  was  no  oil  tariff  of  the  Southern  Kailway  reading  from  Grand 
Junction.  The  division  sheet  of  the  Southern  Railway  to  which  the 
traffic  manager  of  the  Standard  referred  is  not  a  tariff,  was  not  filed 
with  the  Commission,  and  was  not  accessible  to  the  public.  There  was 
no  way  by  which  the  Interstate  Commerce  Commission  or  any  shipper 
other  than  the  Standard  Oil  Company  could  learn  what  the  actual 
rate  was  from  Whiting  to  any  point  in  the  South  reached  via  Grand 
Junction. 

To  state  the  matter  in  another  way,  the  Southern  Railway  had  no 
authority  for  accepting  the  freight  charges  which  it  did  accept  from 
Grand  Junction  on,  unless  as  actual  proportions  of  published  rates 
actually  charged.  If  it  knew  that  the  proportion  accruing  north  of 
Grand  Junction  had  not  actually  been  charged,  it  was  acting  in  collu- 
sion in  an  evasion  of  the  rates.  If,  on  the  other  hand,  the  Chicago 
and  Eastern  Illinois  and  Illinois  Central  railroads  were  effectively  con- 
cealing from  the  Southern  Railway  the  fact  that  they  were  not  col- 
lecting the  proper  proportion  north  of  Grand  Junction,  they  must  be 
held  mainly  responsible  for  the  evasion  of  the  published  rates.  Even 
though  they  filed  a  tariff  naming  a  rate  to  Grand  Junction  lower  than 
the  proper  proportion,  yet,  if  they  failed  to  give  the  Southern  Railway 
notice  of  that  rate,  thus  enabling  it  to  publish  its  tariffs  in  such  a 
way  as  to  conform  to  the  adjustment  in  an  open  manner,  they  were 
conniving  to  violate  the  law  by  a  secret  device. 

The  officers  of  the  Southern  Railway  deny  their  complicity  in  the 
matter,  stating  that  they  did  not  know  of  the  13-cent  rate,  and  sup- 
posed the  oil  was  being  handled  from  Evansville  on  the  regular  pro- 
portions of  the  published  rates.  They  say  that,  had  they  known  that 
less  than  the  proper  proportions  were  collected  north  of  Grand  Junc- 
tion, they  would  have  charged,  and  were  bound  under  the  law  to 
charge,  either  full  local  rates  from  Grand  Junction  or  enough  more 
than  the  Southern  Railway's  proportion  to  make  up  the  total  of  the 
through  rates  as  published.  They  do  not  hesitate  to  characterize  the 
practice  actually  followed  as  secret,  and  they  state  in  substance  that  it 
was  illegal.  They  assert  that  the  note,  stating  that  the  proportions 
accruing  south  of  Grand  Junction  would  appl}^  on  oil  coming  from 
north  of  Evansville,  was  not  intended  b}'  the  Southern  to  authorize, 
and  did  not,  as  claimed  by  the  Standard,  authorize  the  application  of 
these  proportions,  unless  the  regular  proportions  of  the  published  rates 
from  Evansville,  accruing  north  of  Grand  Junction,  had  been  collected. 

Substantiall}',  the  statement  of  the  Southern  Railway  officials  comes 
to  this:  If  their  explanation  of  the  note  on  the  division  sheet  is  cor- 
rect, the  Standard's  statement  that  it  was  intended  to  authorize  the 
combination  of  rates  actually  used  is  false.    If,  on  the  other  hand,  the 
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explanation  is  untrue,  and  the  Southern  Railway  did  intend  its  division 
sheet  to  be  so  interpreted,  then  also  there  was,  as  the  Southern's 
ofiBcials  admit,  absolutely  no  legal  authority  for  the  rate  combination, 
the  only  diflPerence  being  as  to  the  complicity  of  the  Southern. 

In  any  case  there  was  no  authority  for  the  Standard  Oil  Company 
to  use  the  combined  rates  as  it  did,  and  its  expert  traffic  officers  must 
have  known  that  it  was  a  secret  and  illegal  device. 

The  Southern  Railway's  officers  have  offered  two  possible  explana- 
tions of  the  presence  on  the  division  sheet  of  the  note  which  states 
that  ''On  oil  from  points  north  of  Evansville,  reaching  Grand  Junc- 
tion via  Evansville,  agents  will  assess  the  proportion  shown  south 
of  Grand  Junction."  These  explanations  are  essentially  hypothetical, 
as  they  say  that  they  do  not  recall  what  was  actually  in  their  minds 
at  the  time  the  note  was  made.  They  have  also  offered  various  argu- 
ments to  show  that  other  circumstances,  which  would  apparently 
indicate  knowledge  on  their  part  of  the  cutting  of  the  rate  north  of 
Grand  Junction,  do  not  necessarily  prove  such  knowledge. 

It  is  unnecessary  in  this  report  to  draw  a  conclusion  as  to  whether 
the  present  officers  of  the  Southern  Railway  were  in  collusion  with  the 
other  railroads  in  bringing  about  this  secret  and  discriminatory  rate 
combination.  It  is  true  that  the  Southern  did  collect  continuously, 
as  far  as  can  be  ascertained,  the  same  proportions  south  of  Grand 
Junction  as  would  have  accrued  to  it  if  the  through  rates  had  been 
maintained.  But  it  seems  almost  certain  that  at  least  at  the  time  the 
arrangement  was  first  established,  when  the  line  through  Grand  Junc- 
tion was  owned  by  the  Memphis  and  Charleston,  some  of  the  officers 
of  that  company  must  hay e  known  of  the  secret  low  rate  from  Whiting 
to  Grand  Junction. 

And  if  the  present  officers  of  the  Southern  did  not  know  that  the  legal 
rates  were  being  evaded  they  ought  to  have  known  it.  It  is  the  duty  of 
a  railroad  joining  in  through  interstate  rates  to  take  reasonable  means 
to  see  that  such  rates  are  maintained  by  all  parties  to  them.  Such  a 
peculiarly  large  movement  as  that  of  oil  through  Grand  Junction,  and 
the  unusual  methods  under  which  it  was  handled  and  the  freight 
charges  collected  by  the  Southern  Railway  itself,  should  have  put  its 
officers  on  inquiry.  The  slightest  examination  would  have  shown 
that  the  oil  was  being  blind-billed  from  Whiting  direct  to  Grand 
Junction,  instead  of  being  billed  from  Evansville  and  with  the  propor- 
tions entered  on  the  waybills;  and  the  discovery  of  this  practice  would 
naturally  lead  to  inquiry  as  to  whether  the  rates  were  being  main- 
tained. To  hold  the  contrary  is  to  relieve  all  railroads  of  respon- 
sibility for  using  ordinary  precautions  to  see  to  it  that  they  are  not 
participating  in  through  rates  less  than  those  legally  published. 

The  question  of  the  knowledge  of  the  Southern's  officers,  however. 
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in  no  way  affects  the  position  of  the  Standard  Oil  Company,  which 
necessarily  had  knowledge  that  the  legal  rates  were  being  violated  in 
its  behalf. 

Secrecy  of  the  13-cent  rate. — The  officers  of  the  Standard  Oil 
Company  lay  great  stress  upon  the  fact  that  the  tariff  naming  the 
13-cent  rate  to  Grand  Junction  was  filed  with  the  Interstate  Com- 
merce Commission,  as  evidence  that  the  Grand  Junction  combination 
was  not  secret.  A  brief  consideration  of  the  facts,  however,  will 
show  that  this  is  one  of  the  several  cases  discovered  by  the  Bureau 
where  rates  filed  with  the  Commission  have  been  effectively  secret. 

It  is  certain  that  if  any  shipper  of  oil  had  asked  the  Illinois  Central 
or  the  Chicago  and  Eastern  Illinois  for  the  rates  from  Chicago  or 
Whiting  to  points  in  the  South  he  would  have  been  given  only  the 
published  rates  based  on  the  regular  Evansville  combination.  This 
is  proved  by  the  fact  that  when  the  Bureau  of  Corporations  itself 
asked  the  Chicago  and  Eastern  Illinois  Railroad  for  the  rates  from 
Whiting  to  numerous  points  in  the  South,  that  railroad  made  no  refer- 
ence to  the  Grand  Junction  combination  and  did  not  give  the  rates 
which  could  be  made  by  that  combination,  but  reported  instead,  in 
writing,  combinations  based  on  Evansville. 

The  use  of  blind -billing  on  the  Grand  Junction  rate  by  the  Illinois 
Central,  and  subsequently  by  the  Chicago  and  Eastern  Illinois  in  con- 
junction with  the  Illinois  Central,  is  convincing  proof  that  the  rail- 
roads recognized  the  irregularity  of  the  arrangement  and  that  they 
designed  to  hide  the  rate  from  all  shippers  except  the  Standard  Oil 
Company. 

Again,  the  fact  that  the  tariff  of  the  Illinois  Central  naming  the 
13-cent  rate  was  made  to  read  from  Rivcrdale,  111.,  and  the  subsequent 
tariff  of  the  Chicago  and  Eastern  Illinois  to  read  from  Dolton,  111.,  is 
an  indication  of  intent  to  conceal.  Riverdale  and  Dolton  are  both 
obscure  junction  points,  which,  being  within  the  Chicago  switching 
limits,  are  supposed  to  take  rates  no  lower  than  those  from  Chicago. 

If  there  had  been  any  occasion,  as  probably  there  never  was,  for 
a  shipment  of  competitive  oil  from  this  territory  into  the  South,  the 
shipment  would  have  been  made  from  Chictigo  proper.  The  shipper 
would  naturally  have  inquired  for  the  rate  from  Chicago,  and  he 
would  have  found  no  other  rate  from  Chicago  proper  than  the  11-cent 
rate  to  the  Ohio  River  crossings.  Had  he  addressed  his  inquiry  to  the 
Interstate  Commerce  Commission,  it  would  have  been  for  rates  from 
Chicago.  It  would  never  have  occurred  to  him  to  ask  either  the  rail- 
road company  or  the  Interstate  Commerce  Commission  to  report  the 
rates  from  Dolton,  III.,  or  Riverdale,  III. — the  stations  from  which  the 
13-cent  rate  was  made — nor  would  it  have  occurred  to  him  to  go  to 
those  stations  to  examine  the  tariffs  on  file. 

To  show  that  the  use  of  Dolton  as  a  point  of  origin  in  the  tariff  to 
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Grand  Junction  was  intended  to  conceal  the  rate  from  Whiting,  it  is 
only  necessary  to  recall  the  fact,  previously  stated,  that  a  sliipper  in 
1905  telephoned  the  local  agent  of  the  Chicago  and  Eastern  Illinois  at 
Chicago  for  rates  on  oil  to  certain  points  in  Illinois,  and  was  quoted 
the  fifth-class  rates  from  Chicago,  although  much  lower  rates  were  in 
eflPect  from  Dolton. 

Moreover,  the  last  thing  which  would  occur  to  the  mind  of  a  com- 
petitive shipper  would  be  to  ask  for  rates  from  Dolton,  or  even  from 
Chicago,  to  an  unfamiliar  point  like  Grand  Junction,  Tenn.,  a  village 
of  400  inhabitants.  He  would,  of  course,  ask  for  rates  to  the  point 
of  final  destination,  say  Birmingham  or  Atlanta,  and  particularly  so 
because,  if  he  were  familiar  with  the  ordinary  railroad  practice,  he 
would  know  that  through  rates  to  these  points  were  named  on  all 
classes  and  special  commodities  from  Ohio  River  crossings.  Had  he 
asked  the  Chicago  and  Eastern  Illinois  to  name  rates  to  Atlanta  or 
Birmingham  he  would  never  have  been  notified  of  the  possible  combi- 
nation by  way  of  Grand  Junction. 

This  secret  Grand  eJunction  rate  is  the  most  conspicuous  instance 
that  has  come  to  the  attention  of  the  Bureau  of  Corporations  of  the 
way  in  which  the  statutory  publicity  of  rates  is  set  at  naught  by  making 
tariffs  read  from  and  to  stations  which  would  never  in  the  ordinaiy 
course  of  business  occur  to  the  mind  of  any  shipper  except  the  one  for 
whoso  benefit  the  tariffs  are  devised.  The  Grand  Junction  rate  was 
absolutely  secret;  it  could  not  have  been  more  secret  if  applied  by  a 
direct  rebate. 

Section  9.  Evidence  of  collusion  by  the  Standard  Oil  Company  to  evade 
published  rates. 

Even  were  there  no  other  evidence  on  the  subiect,  the  irregularities 
in  the  issuing  of  the  13-cent  rate,  its  use  in  connection  with  the 
unpublished  proportions  of  the  Evansville  rates,  and  the  peculiarities 
in  the  methods  of  billing  and  collecting  freight  prove  that  the  Stand- 
ard Oil  Company  as  well  as  the  railroad  knew  that  the  arrangement 
was  intended  to  be  kept  secret. 

There  is,  however,  further  conclusive  evidence  that  the  Standard 
Oil  Company  was  in  collusion  with  the  railroads,  not  simply  in  secur- 
ing an  exceptionally  favorable  rate  by  way  of  Grand  Junction,  but  in 
arranging  methods  by  which  it  could  be  concealed.  This  evidence  is 
found  in  memoranda  and  letters  in  the  files  of  the  general  oflSce  of  the 
Chicago  and  Eastern  Illinois  Railroad,  under  date  of  1897  and  1898. 
In  order  to  understand  these  papers,  letters,  and  memoranda,  many 
of  which  are  signed  only  with  initials,  a  statement  of  the  positions  held 
at  the  time  by  the  various  persons  involved  is  essential: 

J.  Carpenter,  at  that  time  president  of  the  Chicago  and  Eastern 
Illinois  Railroad. 
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William  Campbell,  general  freight  agent  of  the  Chicago  and  Elastem 
Illinois. 

S.  J.  Cooke,  at  that  time  assistant  general  freight  agent  and  now 
general  freight  agent  of  the  same  railroad. 

H.  H.  Rhodes,  also  an  assistant  general  freight  agent  of  the  same 
railroad. 

H.  A.  llubidge,  auditor  of  the  same  railroad. 

'' B.  H.  H.,"  understood  to  be  the  initials  of  a  clerk  named  Harris, 
in  the  tariff  division  of  the  same^  railroad. 

H.  C.  Barlow,  president  of  the  Evansville  and  Terre  Haute  Railroad. 

M.  C.  ^larkham,  assistant  traflSc  manager  of  the  Illinois  Central 
Railroad  at  Chicago. 

W.  D.  Hurlbut,  general  freight  agent  of  the  Illinois  Central  Bail- 
road  at  Louisville. 

F.  P.  Jeffries,  general  freight  agent  of  the  Evansville  and  Terre 
Haute  Railroad. 

Howard  Page,  general  traffic  manager  of  the  Standard  Oil  Com- 
pany. 

S.  H.  McClintock,  in  charge  of  the  traffic  of  the  Standard  Oil  Com- 
pany from  Whiting;  later  in  a  similar  position  on  the  Pacific  coast. 

The  first  tariff  issued  by  the  Chicago  and  Eastern  Illinois  Railroad 
naming  the  13-cent  rate  to  Grand  Junction  was  effective  September 
15, 1897.  On  a  copy  of  this  tariff  in  the  files  of  the  Chicago  and  Eastern 
Illinois  appears  the  following  memorandum,  evidently  relating  to  the 
establishment  of  the  tariff: 

Mr.  Cari)enter — This  arranged  with  President  Barlow,  E.  &  T.  H.,  and  Mr. 
Howard  Page,  Standard  Oil  Co.  Mr.  Barlow  arranged  with  Mr.  Markham  of  111. 
Central.     Mr.  Barlow  informed  me  had  talked  it  over  with  you. 

Wm.  C. 

9yl5/97.  C. 

This  memorandum  indicates  very  clearly  that  the  establishment  of  the 
rate  to  Grand  Junction  by  the  Chicago  and  Eastern  Illinois  was  made 
at  the  instance  of  or  by  arrangement  with  the  Standard  Oil  Company. 
The  tariff  thus  established  was  No.  10084.  The  next  tariff  of  the 
Chicago  and  Eastern  Illinois  to  Gmnd  Junction  was  issued  Februarys, 
1898,  taking  effect  February  8,  and  was  numbered  10445.  The  memo- 
randa relating  to  the  establishment  of  this  tariff  found  in  the  files  of 
the  Chicago  and  Eastern  Illinois  are  particularly  interestini?.  The 
first  reads  as  follows: 

T  6899 

Koinstate  tariff  on  oil  to  Grand  Junction,  Tenn, 
C,k  K  I  (;  ¥  1)  1(K)H4. 

(Ver])al  S.  H.  M(K:^lintock 
2/2;'98. ) 
Lssuo  1M>.  3rd.  Effective  Feb.  8th,  98. 

2  copies  to  S.  11.  McC. 
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This  memorandum  indicates  that  there  had  been  a  verbal  arrange- 
ment with  Mr.  McClintock,  of  the  Standard  Oil  Company,  with  regard 
to  the  reissuance  of  the  tariff. 

The  next  memorandum  or  note  relating  to  this  tariff  is  as  follows: 

T6S99 
Mr.  Campbell: — 

Mr.  McClintock  called  this  afternoon  and  stated  that  we  cotdd  reissne  the  tariff  on 
oil  to  Grand  Jet  Tenn.  to  take  effect  five  days  from  tomorrow,  Feb.  3,  everything 
having  been  arranged.  He  did  not  impart  any  further  information.  I  understood 
him  to  say  that  he  had  informed  Mr.  Carpenter. 

S.  J.  C. 
H.  H.  R. 

Please  reissue 
WmC 
2/3/98 

Effect  Feby  8 

Expires  Feby  25/98 

This  memorandum  seems  to  indicate  that  the  entire  scheme  by  which 
the  tariff  was  to  be  issued  and  handled  was  arranged  by  Mr.  McClintock, 
of  the  Standard  Oil  Company.  The  use  of  the  words  "  He  did  not 
impart  any  further  information,"  in  particular,  seems  to  show  that 
the  railroad  officers  acted  implicitly  under  Mr.  Mc(Jlintock's  directions. 

The  next  memorandum  shows  still  more  specifically  that  the  manner 
of  issuing  end  handling  the  tariff  was  being  directed  by  McClintock. 
This  memorandum  consists  of  three  parts,  written  by  different  officers 
of  the  Chicago  and  Eastern  Illinois. 

Wm.  C. 

H  H  R  says  McClintock  gave  you  some  later  instructions  as  to  manner  of  issuing 
and  handling  the  tariff,  and  wants  to  know  what  they  are. 

S.  J.  C.     2/4 
Mr.  Campbell.    This  has  only  been  sent  to  1 C  C    Please  let  me  know  if  this  is  O  K 

BHH    2/4/98. 
BHH 
This  is  O  K    H  H  R  will  explain. 
WC 


The  statement  in  this  memorandum  that  the  tariff  had  only  been 
sent  to  the  Interstate  Commerce  Commission  suggests  the  conclusion 
that  the  railroad  officers,  while  thus  filing  the  tariff,  yet  intended  to  keep 
it  secret.  The  idea  apparently  was  to  give  a  cloak  of  legality  without 
giving  the  actual  publicity  which  is  the  intention  of  the  law. 

It  was  the  original  intention  of  the  railway  officers  to  issue  this 
tariff  only  for  a  few  days,  presumably  with  the  intention  of  afterwards 
reissuing  it.  It  was  subsequently  arranged  to  have  the  Chicago  and 
Ekustem  Illinois  tariff  show  no  date  of  expiration,  as  appears  from  the 
letter  at  the  top  of  page  272. 
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Feb  5th  1898 
T  6890 
Mr.  F.  P.  Jepfrth*,  G.  F.  A.  E  &  T  H  R  R 

EvansvUl^t  Ind, 
Deak  Sir:  I  saw  Mr.  McClintock  of  the  Standard  Oil  Company  yesterday.     We 
arranged  to  make  our  proportional  tariff  on  oil  Whiting  and  Dolton  to  Grand  Junc- 
tion, Tenn.,  to  show  no  date  of  expiration.    This  therefore  will  cancel  that  part  of 
my  letter  stating  that  tariff  will  expire  February  26th,  1898. 
Yours  very  truly, 


Gen.  FH.  AgenL 

The  next  step  in  the  procedure  was  to  arrange  for  blind-billing  in 
order  to  preserve  the  secrecy  of  the  rate.  This  arrangement  is  referred 
to  in  the  following  letter  from  the  general  freight  agent  of  the  Illinois 
Central  to  Mr.  Campbell,  of  the  Chicago  and  Eastern  Illinois: 

In  your  reply  please  refer  to  15873  R. 

Personal.]  Illinois  Central  Railroad  Company, 

Office  of  Gkneral  Fre:(;iit  Agent, 

IjOuisvUlc,  Febrtmry  £4,  1898, 
Mr.  William  Campbell, 

General  Freight  Agent^  Chicago,  HI. 
Dear  Sir:  Referring  to  your  G.  F.  D.  No.  10455, «  also  your  division  sheet  to  be 
used  in  connection  with  same,  covering  rate  on  oil  from  Dolton  to  Grand  JunctioiL 
In  view  of  the  circumstances  which  surround  the  making  and ' application  of  the 
tariff,  and  with  which  you  are  of  course  entirely  familiar,  we  believe  that  it  would 
be  advisable  to  arrange  to  have  the  shipments  waybilled  through  prepaid,  which 
means  not  to  show  any  rates  or  divisions  of  same,  and  have  settlements  as  between 
your  road,  the  E.  &  T.  H.,  and  our  line  ma<lo  through  the  accounting  department 
This  suggestion  has  met  with  the  approvaf  of  Mr.  Fairman,  our  auditor  of  freight 
receipts,  and  if  agreeable  to  yourself  I  presume  that  you  will  arrange  to  reissue  the 
tariff,  also  the  billing  instructions.  Kindly  let  me  hear  from  you  at  your  early  con- 
venience, and  oblige. 

Yours,  truly,  W.  D.  HuRLmT,  General  Freight  Agent. 

The  reference  in  this  letter  to  the  "circumstances  which  surround 
the  making  and  application  of  the  tariff-'  as  a  ground  for  the  desira- 
bility of  ])lind-billing  shows  that  the  entire  arrangement  was  a  device 
concocted  })y  the  milroads,  in  conjunction  with  the  officers  of  the 
Standard  Oil  Company,  with  the  special  intention  of  evading  publicity 
of  rates. 

That  Mr.  McClintock,  the  representative  of  the  Standard  Oil  Com- 
pany, was  a  part}^  to  the  plan  of  concealing  rates  by  means  of  blind- 
billing  is  shown  by  the  following  memorandum: 

nil  R 

I  have  just  seen  Mr.  Markham,  of  the  Illinois  Central,  in  company  with  Mr.  Mc- 
Clintock, and  through  billing  arrangements  from  Dolton  to  Grand  Junction  can  be 
arranged  on  the  oil,  taking  effect  to-morrow,  March  1st.  The  E.  &  T.  H.  has  wired 
that  the  arrangement  is  j^atipfactory  to  it,  and  Mr.  Markham  says  it  will  be  entirely 

a  Should  be  10446. 
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satisfactory  to  the  111.  Central.  He  has  the  matter  up  with  Mr.  Hurlbut  and  Mr. 
Fairman.  Will  you  therefore  please  make  arrangements  for  proper  instructions  to 
agent  at  Dolton  at  once. 

Wm.  C.     2/28/98. 

The  ''through-billing  arrangements"  referred  to  in  this  memoran- 
dum are  obviously  the  same  arrangements  which  are  referred  to  in  the 
preceding  letter — that  is,  for  billing  without  showing  rates.  The  out- 
come of  the  negotiations  was  a  letter  of  February  28,  1898,  addi*essed 
to  the  local  agent  of  the  Chicago  and  Eastern  Illinois  at  Dolton,  con- 
taining the  following  instiTictions: 

In  making  these  waybilb*,  simply  show  the  weight  and  the  word  "Prepaid," 
omitting  charges  and  back  charges.  On  the  15th  and  last  day  of  each  month  send 
to  Mr.  C.  W.  Hillard,  Treasurer,  a  full  statement  of  your  billing,  also  a  claim  for 
relief  t)f  the  Calumet  Terminal  switching,  and  the  proper  collections  will  be  made 
and  your  station  cretlited  through  Mr.  Hillard. 

The  present  traffic  manager  of  the  Standard  Oil  Company,  referring 
to  the  blind-billing  of  oil  to  Grand  Junction,  stated  that  he  knew  of 
no  special  reason  why  that  method  of  billing  should  be  follo\^ed,  and 
that  it  was  not  done  at  the  instance  of  the  Standard  Oil  Company.  He 
said  it  might  have  been  intended  for  the  convenience  of  the  railroads,  or 
in  order  to  enable  them  to  conceal  the  rate  from  competing  railroads, 
but  that  he  had  always  understood  that  the  Grand  Junction  rate  was 
entirely  open.  In  view  of  the  above  correspondence,  however,  it  is 
perfectly  clear  that  the  Standard  Oil  Company  was  a  party  to  the 
scheme  of  blind-billing. 

It  may  be  added  that  the  practice  of  billing  this  oil  to  Grand  Junc- 
tion, without  showing  the  final  destination  on  the  original  waybills 
made  out  by  the  Chicago  and  Eastern  Illinois,  was  itself  irregular, 
and  the  Standard  officials  were  thoroughly  familiar  with  this  practice. 
On  open  rates,  the  oil  would  have  been  billed  to  destination  and  the 
total  freight  charges  paid  to  the  originating  road,  to  be  by  it  divided 
among  the  several  carriers.  Instead,  the  oil  was  billed  to  the  "Stand- 
ard Oil  Company"  at  Grand  Junction,  "for  beyond" — this  form  of 
billing  ]>eing  indicated  by  a  rubber  stamp  affixed  to  the  original  billing 
instructions  made  out  by  the  Standard  at  Whiting  for  each  car.  The 
charges  accruing  to  the  Southern  Kailway  beyond  Grand  Junction 
were  paid  by  the  Standard  directly  to  that  railway.  The  use  of  these 
irregular  methods  is  a  further  proof  that  the  Standard  knew  of  the 
secrecy  that  was  being  maintained  and  of  its  purpose  to  secure  a 
departure  from  published  mtes. 

The  officers  of  the  Standard  Oil  Company  have  asserted  that,  if  the 
Bureau  of  Corporations  had  asked  the  Standard  itself  for  rates  to  the 
South,  they  would  have  been  correctly  reported,  as  they  were  not  con- 
sidered secret.    But  the  Standard  Oil  Company  previously  had  quoted, 
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to  a  public  authority,  higher  rates  to  at  least  two  cities  in  the  South 
than  those  which  could  be  made  by  the  way  of  Grand  Junction.  In 
August,  1901,  at  the  request  of  the  United  States  Industrial  Commis- 
sion, the  Standard  Oil  Company,  through  Mr.  John  D.  Archbold, 
furnished  to  the  Commission  a  list  of  freight  rates  from  various  refin- 
ing points  to  various  destinations.  In  this  list  the  rate  from  Whiting 
to  Birmingham,  Ala. ,  was  given  as  44  cents — the  regular  published 
tariff  combination.  At  the  same  time  the  Standard  Oil  Company  was 
enjoying  a  secret  rate  combination  of  29^  cents  to  Birmingham.  This 
same  list  contained  a  rate  from  Whiting  to  Memphis  of  18  cents  per 
hundred  pounds,  the  regular  published  through  rate.  The  Standard 
was  at  the  same  time  shipping  at  least  part  of  its  oil  from  Whiting  to 
Memphis  by  the  way  of  Grand  Junction,  on  a  secret  combination 
amounting  to  15  cents  per  hundred. 

Section  10.  Use  of  Grand  Junction  rate  in  connection  with  shipments  to 
Memphis. 

The  published  tariff  rate  on  oil  from  Whiting  to  Memphis  has  been 
for  years  18  cents  per  hundred  pounds.  As  shown  in  section  16,  this 
rate  itself  is  highly  discriminatory  as  compared  with  the  rates  from  inde- 
pendent refining  points.  Not  satisfied  with  this  low  rate,  however,  the 
Standard  Oil  Company  for  years  took  advantage  of  the  13-cent  rate  to 
Grand  Junction  to  get  large  quantities  of  oil  into  Memphis  at  a  total 
rate  of  only  15  cents  per  hundred  pounds.  The  Southern  Railway 
charged  it  2  cents  per  hundred  pounds  from  Grand  Junction  to  Mem- 
phis, while  the  rate  from  Whiting  to  Grand  Junction  was  13  cents. 

This  arrangement  was  as  conspicuously  a  departure  from  published 
rates  as  the  rates  to  other  points  in  the  South  reached  via  Grand 
Junction.  While  the  Southern  published  a  i-ate  from  Evansville  to 
Memphis  of  12  cents  per  hundred  pounds,  it  did  not  provide  in  its 
regular  division  sheets  for  any  proportions  of  this  rate,  nor  for  pro- 
portions of  a  through  rate  of  18  cents  from  Whiting  to  Memphis. 
The  officers  of  the  Southern  Railway  did  not  produce,  when  requested 
by  the  Bureau,  any  tariff,  division  sheet,  or  other  authority  for  the 
application  of  the  mte  of  2  cents  per  hundred  pounds  from  Grand 
Junction  to  Memphis. 

The  exanii nation  of  billing  records  of  the  Southern  Railway  from 
Grand  Junction  was  carried  back  as  far  as  September,  1898.  In  that 
month  there  were  28  cars  of  oil,  originating  at  Whiting,  billed  from 
Gi-and  Junction  to  Memphis  at  2  cents  per  hundred  pounds.  During 
the  montli  of  April,  1900,  the  number  of  cars  handled  on  this  same 
rate  was  35;  during  the  month  of  June,  1901,  32;  during  August, 
1902,  4.  Shipments  on  this  combination  appear  to  have  fallen  off 
greatly  about  this  time.  In  October,  1903,  only  3  cars  were  handled 
on  the  2-cent  mte,  and  during  December,  1904,  and  November,  1905, 
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none  whatever.  The  records  of  the  railroads  out  from  Chicago,  par- 
ticularly the  Illinois  Central,  showed,  during  the  past  two  or  three 
years,  large  shipments  to  Memphis  on  the  regular  18-cent  rate,  and  as 
far  as  has  been  ascertained  there  was  no  rebate  on  these  shipments. 

The  extent  of  the  advantage  enjoyed  by  the  Standard  Oil  Company 
on  shipments  which  did  take  the  15-cent  rate  to  Memphis  may  be 
appreciated  by  a  comparison  of  this  rate  with  that  from  Toledo,  2Qi 
cents;  that  from  Cleveland,  27  cents,  and  that  from  Pittsburg,  30i 
cents.  The  distance  from  Whiting  to  Memphis  is  528  miles,  as  com- 
pared with  660  from  Toledo,  729  from  Cleveland,  and  807  from  Pitts- 
burg. On  the  basis  of  15  cents  the  rate  per  ton  per  mile  was  5.7 
mills  from  Whiting,  as  compared  with  8  mills  from  Toledo,  7.4  mills 
from  Cleveland,  and  7.6  mills  from  Pittsburg.  On  most  other  com- 
modities Toledo,  Cleveland,  and  Pittsburg  all  take  rates  very  little 
higher  than  those  of  Whiting.  Thus  on  fifth-sixth  class  the  rate  from 
Whiting  is  31  cents,  and  from  Cleveland,  Toledo,  and  Pittsburg  alike 
33  cents. 

m.  COMBINATION  BASED  ON  SECBET  BATES  FROM  WHITINa  TO 

EVANSVTLLE. 

It  has  been  observed  that  the  preceding  sections  relate  exclusively 
to  points  reached  by  the  Southern  Railway  and  its  connections.  There 
are,  however,  considerable  areas  in  the  South  which  are  either  not 
reached  at  all  by  the  Southern  Railway  and  its  connecting  lines,  or 
which  can  be  reached  more  conveniently  by  the  Louisville  and  Nashville, 
Mobile  and  Ohio,  or  Illinois  Central.  The  Standard  Oil  Company  has 
been  able  to  reach  these  points  also  on  rates  much  more  favorable 
than  those  paid  by  its  competitors.  To  a  large  number  of  these  points 
it  has  enjoyed  a  special  advantage  by  reason  of  secret  rates  from 
Whiting  to  Evansville.  These  were  used  in  conjunction  with  pub- 
lished rates  from  Evansville  over  the  Louisville  and  Nashville,  which 
were  themselves  unfairly  low  as  compared  with  the  published  rates 
from  Cincinnati,  the  natural  gateway  of  the  leading  competitors. 
The  following  sections  are  chiefly  concerned  with  this  secret  Evans- 
ville combination,  although  it  necessarily  touches  on  the  Standard's 
advantages  in  open-rate  combinations  from  Whiting  to  points  in  the 
South,  by  way  of  Ohio  River  crossings,  which  are  more  fully  described 
in  section  20. 

Section  11.  Published  and  secret  tariffs  on  oil  from  Whiting  to  Evansville. 
The  published  tariff  rate  on  oil  from  Whiting  to  all  Ohio  River 
crossings  is  11  cents  per  hundred  pounds;  the  rate  actually  paid  by  the 
Standard  Oil  Company  on  most  shipments  to  Evansville,  at  least  as 
far  back  as  1897  and  down  to  December,  1905,  was  8i  cents  per  hun- 
dred pounds,  while  during  part  of  this  period  certain  shipments  were 
carried  at  6  cents  per  hundred  pounds. 
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As  already  stated  in  section  3,  the  11-cent  rate  to  Ohio  River  cross- 
ings has  for  years  been  a  conspicuous  and  well-known  rate,  published 
in  successive  tariffs  of  the  Chicago  and  Ohio  River  committee  of  the 
Central  Freight  Association.  The  Chicago  and  Eastern  Illinois  Rail- 
road, which  has  made  the  secret  rates  just  mentioned,  was  a  party  to 
all  these  tariffs  naming  the  11-cent  rate,  which  were  reissued  repeatedly 
after  the  8i-cent  rate  was  actually  in  force. 

The  secret  rates  from  Whiting  to  Evansville  have  been  made  under 
the  guise  of  intrastate  rates  not  filed  with  the  Interstate  Commerce 
Commission.  That  is,  by  making  through  tariffs  in  conjunction  with 
the  Chicago  Terminal  Transfer  Retilroad,  which  connects  Whiting  with 
the  tracks  of  the  Chicago  and  Eastern  Illinois,  through  shipments  were 
made  from  one  point  in  Indiana  to  another  point  in  Indiana,  and  the  fact 
that  they  passed  into  the  State  of  Illinois  during  the  journey  was  not  con- 
sidered by  the  railroad  officers  as  making  them  interstate  shipments — 
a  contention  contrary  to  the  decision  of  the  United  States  Supreme 
Court.  It  may  be  noted  that  this  same  connection  has  been  used  by 
the  Standard  Oil  Company  to  make  shipments  from  Whiting  to  points 
in  both  Indiana  and  Illinois  under  secret  rates;  for  certain  railroads 
leading  from  Chicago  have  also  for  3'ears  treated  shipments  originating 
at  Whiting,  but  coming  to  their  tracks  in  Illinois  by  a  i^witching  rail- 
road and  subsequently  delivered  to  points  in  Illinois,  as  intrastate 
shipments. 

The  secret  rates  from  Whiting  to  Evansville,  however,  have  been 
used  not  merely  on  shipments  of  oil  to  Evansville  proper  for  local 
consumption,  but  also  on  shipments  billed  to  Evansville  but  destined 
to  points  throughout  the  South,  which  were,  of  course,  interstate 
shipments.  It  is  clear  that  the  Chicago  and  Eastern  Illinois  Rail- 
road has  from  the  beginning  conceived  that,  from  the  legal  stand- 
point, there  might  be  a  difference  between  these  two  classes  of 
oil  shipments,  those  stopping  at  Evansville  and  those  going  through 
Evansville  into  other  States.  So  far  as  ascertained  by  the  Bureau  of 
Corporations,  the  first  tariff  of  the  Chicago  and  Eastern  Illinois  naming' 
an  8j-cent  rate  from  Whiting  to  Evansville  was  issued  in  1892,  two 
years  after  the  Whiting  refinery  began  business  (No.  5346,  effective 
May  2,  1892).  It  read  from  Whiting  to  ''Evansville  (proper) "and 
Vincennes.  The  word  ''proper  "  is  always  used  by  railway  companies 
in  their  tariffs  to  indicate  that  the  rate  applies  only  to  shipments  ter- 
minating at  the  given  point,  and  not  to  intermediate  points  nor  to  ship- 
ments destined  for  points  beyond.  Moreover,  this  first  tariff  bore  on 
its  face  a  specific  statement  that  the  rate  of  8i  cents  must  not  be  used 
on  shipments  destined  for  points  beyond  Evansville.  The  purpose 
was  undoubtedly  to  indicate  that  the  rate,  not  being  filed  with  the  inter- 
state Commerce  Commission,  should  not  be  used  on  obviously  inter- 
state business. 
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Two  subsequent  issues  of  the  Chicago  and  Eastern  Illinois  naming 
the  same  rate  also  specified  that  it  applied  to  Evans ville  proper,  though 
they  no  longer  contained  the  distinct  statement  that  the  rate  must  not 
be  used  on  shipments  beyond. 

In  December,  1897,  the  Chicago  and  Eastern  Illinois  issued  another 
tariff  reading  from  Whiting  to  Evansville  which  omitted  the  word 
"proper."  It  is  highly  probable  that  from  that  time  on  the  rate  of 
Si  cents  was  applied  to  all  shipments  regardless  of  their  final  destina- 
tion, and  this  is  known  to  have  been  the  case  as  far  back  as  1900. 

It  is  inconceivable  that  this  change  in  the  language  of  the  tariff 
should  have  been  accidental.  The  previous  wording  showed  almost 
beyond  question  that  the  Chicago  and  Eastern  Illinois  officials  recog- 
nized that,  while  it  might  possibly  be  legal  to  make  such  a  secret  rate 
on  oil  intended  to  stop  at  Evansville,  it  was  not  legal  to  use  it  on  oil 
destined  beyond.  Notwithstanding  the  fact  that  by  the  omission  of 
"proper"  and  the  practice  of  the  railroad  the  rate  of  8i  cents  became 
clearly  an  interstate  rate,  it  was  never  filed  with  the  Interstate  Com- 
merce Commission. 

That  the  officers  of  the  Standard  Oil  Company  were  in  collusion 
with  the  railroads,  in  adopting  this  device  to  enable  them  to  get  rates 
lower  than  the  combination  of  published  rates  to  points  in  the  South,  is 
shown  by  a  memorandum  in  the  file  of  the  Chicago  and  Eastern  Illinois 
Railroad  relating  to  tariffs  on  oil.     This  memorandum  is  as  follows: 

8.  J.  C. 

As  I  understand  the  "Sittiwaehun"  Mr.  Page  did  not  desire  the  .0826  rate  filed 
with  ICC  and  for  that  reason  we  made  tariff  read  from  Whiting  in  connection  with 
CTTRR. 

B.  H.  H. 

H.  A.  R.  says  make  state  tariff  and  cancel  both  the  others. 

This  memorandum  is  without  date,  but  in  the  files  of  the  Chicago  and 
Ekstern  Illinois  it  appears  between  a  paper  dated  November  26,  1897, 
and  one  dated  November  27, 1897.  The  tariff  naming  the  8i-cent  rate 
to  Evansville  without  the  word  '^proper"  was  issued  at  this  very  time. 
There  can  be  no  question  that  this  note  refers  to  it.  The  *'  S.  J.  C," 
to  whom  the  memorandum  is  addressed,  is  S.  J.  Cooke,  at  that  time 
assistant  general  freight  agent  of  the  Chicago  and  Eastern  Illinois. 
The  "Mr.  Page"  referred  to  is  Howard  Page,  then  traffic  manager  of 
the  Standard  Oil  Company.  The  memorandum  is  signed  "  B.  H.  H.," 
which  are  understood  to  ])e  the  initials  of  a  cleik  in  the  tariff  depart- 
ment of  the  Chicago  and  Eastern  Illinois,  named  Harris.  '^H.  A.  R." 
stands  for  H.  A.  Rubidge,  who  was  tlien  auditor  of  the  Chicago  and 
Eastern  Illinois. 

This  memorandum  shows  beyond  question  that  Mr.  Page,  traffic 

manager  of  the  Standard  Oil  Company,  knew  that  it  was  the  intention 

to  use  the  8i-cent  rate  on  interstate  shipments;  knew  that  the  rate 

ought,  therefore,  to  be  filed  with  the  Interstate  Commerce  Commis- 

H.  Doc.  812. 5^1 20 
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sion,  but  requested  or  directed  the  railroad  company  not  to  do  so. 
The  liumorous  use  of  the  word  "sittiwashun"  (situation)  itself  tends 
to  indicate  that  the  writer  realized  that  the  failure  to  file  the  tariflp  with 
the  Interstate  Commerce  Commission  was  irregular.  The  latter  part 
of  the  memorandum  shows  that  Mr.  Rubidge  gave  directions  to  treat 
this  as  a  ^' State  tariff,"  although  it  obviously  was  not.  One  of  "the 
others"  referred  to  is  probably  the  tariff  of  October  27,  1897,  which 
applied  to  Evansville  proper  and  Vincennes;  the  second  was  presuma- 
bly a  tariff  naming  the  Si-cent  rate  to  certain  other  points  in  the 
State  of  Indiana,  which  were  incorporated  in  the  new  tariff  effective 
December  10,  1897.  The  tariff  of  1897  was  superseded  by  another  in 
1901.  The  following  is  a  copy  of  this  latter  issue,  the  original  being 
a  mimeographed  typewritten  sheet: 


CHICAGO  &  EASTERN  ILLINOIS  RAILROAD. 

In  connection  with 

Chicago  Terminal  Transfer  Railroad. 
Evansville  &  Tbrre  Haute  Railroad. 
Evansville  &   Indianapolis  Railroad. 

G.  F.  D.  No.  14456. 

Effective  April  Ist,  1901. 

Canceling  G.  F.  D.  No.  10300. 

Joint  Freight  Tariff. 

Applying  on 

Petroleum  and  Its  Oil  Products,  Carloads. 

Mininmin  weight;  when  in  tanks,  capacity  of  tank;  barrels,  24,000  Ibe. 

From 

»                                                                        WHITING,  IND. 

To— 

Rates  in    , 
cents  per  | 
100  pounds. 

To- 

Rates  in 
cents  per 
100  pounds. 

Sullivan,      Iml 

Princeton,      •'   

1 

Evansville,     Ind 

}       8.25 

}  » 

I        H.25 

VVashinR'ion,     *'  

Mt.  Vernon,  "   

Petersburg        "  

Vin(^ennes,    "   

Oakland  City,  "  ..., 

1 

Agent  C.  &K.  1.  K.  R.  at  Dolton  Jet.  will  waybill  through  viaTerre  Haute 
in  aocurclance  with  division  sheet  is-sued  in  connection  with  this  tariff. 
Authy.  T-r>154— T-1818. 
Wni.  Cainpl>oll,                        S.  J.  Cooke,                           H.  H.  Rhodes, 

Gen'l  Frt.  Agt.                       Ass't  Gen'l  Frt.  Agt,           Ass't  Gen'l  Frt.  Agt 

Chicago,  111. 
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This  tariff  of  1901,  naming  th^  8i-cent  rate  to  Evansvillc,  was  canceled 
'December  1,  1905,  within  a  short  time  after  the  existence  of  the  rate 
had  been  discovered  by  the  Bureau  of  Corporations,  and  there  can  be 
no  question  that  the  cancellation  was  due  to  this  discovery.  The  fact 
that  it  was  canceled  so  promptly  is  in  itself  an  admission  of  the  iiTegu- 
larity  and  the  unreasonableness  of  the  rate.  The  present  rate  in  effect 
is  the  regular  tariff  rate  of  11  cents  per  hundred  pounds. 

From  at  least  the  beginning  of  1900  down  to  early  in  1905  certain 
shipments  of  oil  from  Whiting  to  Evansville,  destined  to  points  in  the 
South,  wei-e  carried  at  the  rate  of  6  cents  per  hundred  pounds,  a  still 
greater  departure  from  the  published  tariff  rate.  The  agents  of  the 
Bureau  discovered  in  the  tariff  files  of  the  Chicago  and  Eastern  Illinois 
no  authority  whatever  for  this  rate,  and  the  traffic  officials  of  the  rail- 
road professed  not  to  know  when,  why,  or  by  whose  authority  it  was 
established.  Ther^  was  also  no  evidence  available  in  the  record  as  to 
why  or  by  whose  authority  it  was  withdrawn.  The  reason  for  the  use 
of  the  6-cent  rate  on  shipments  destined  to  particular  southern  points 
is  set  forth  in  section  15. 

Section  12.  Methods  of  billing  and  collection  designed  to  conceal  rates. 

False  rates  entered  ox  waybills. — The  desire  to  conceal  these 
secret  rates  to  Evansville  was  so  great  that  the  milroad  company 
resorted  to  the  device  of  false  billing  of  the  oil  shipped  to  Evansville 
and  destined  to  points  beyond;  that  is  to  say,  the  waybills  and  the 
various  records  of  the  railroad  company  based  on  the  waybills  showed 
on  their  face  the  regular  tariff  rate  of  11  cents  per  hundred  pounds, 
while  the  lower  rate  was  collected  by  means  of  special  bills  or  "col- 
lection vouchers"  rendered  to  the  Standard  Oil  Company. 

A  further  evidence,  in  addition  to  that  presented  in  section  11,  that 
the  railroad  company  believed  there  was  a  difference  between  the  use  of 
these  secret  rates  on  business  terminating  in  Evansville  and  their  use 
on  business  destined  beyond  Evansville,  is  found  in  the  methods  of 
billing  the  two  classes  of  shipments.  Oil  destined  to  Evansville  for 
local  consumption  was  carried  on  a  separate  series  of  waybills  from 
that  used  for  shipments  beyond.  These  waybills  for  "Evansville 
local"  showed  on  their  face  the  rate  of  8i  cents,  and  the  freight 
charges  were  collected  from  the  Standard  Oil  Company  in  the  usual 
manner,  by  the  local  agent.  On  the  other  hand,  the  waybills  of  oil  to 
Evansville  for  points  beyond  showed  the  11-cent  rate. 

Herewith  is  presented  a  photographic  reproduction  from  a  copy 
(not  from  the  original)  of  a  typical  waj^bill  for  oil  shipped  to  Evans- 
ville for  points  beyond.  It  will  be  seen  that  the  waybill  shows  on  its 
face  that  the  business  was  interstate  in  character,  the  oil  being  consigned 
to  the  Standard  Oil  Company  at  Dickson,  Tenn.     Marked  on  the  copy 
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of  the  waybill  in  the  froijjfht  auditor's  office  is  a  referenoe  to  "'C.  V. 
7508,'"  the  collection  voucher  b\'  whi(!h  the  chartres  on  these  shipments 
were  collected  from  the  Standard  Oil  Company.  An  examination  of 
collection  voucher  7568  showecj  that  the  actual  rate  collected  upon  this 
car  was  8i:  cents  per  hundred  instead  of  1 L  cents  (see  hilling  statement, 
p.  28t>). 

The  method  of  collection  from  the  Standard  Oil  Company  on  ship- 
ments of  oil  waybilled  to  P>ansville  at  the  11-cent  rate  was  as  follows: 
The  local  agent  of  the  Chicago  and  Eastern  Illinois  at  Dolton,  where 
the  oil  was  received  from  the  Chicago  Terminal  Transfer  Itailroad, 
prejmred  twice  each  month  a  statement  of  the  l)illing  of  oil  to  Evans- 
ville  at  the  IL-cent  rate.  This  statement  showed  the  weight  of  each 
car,  the  nite  of  1 L  cents  per  hundred  ])ounds,  the  extension  of  the 
charges  at  that  rate,  and  the  point  of  destination.  Two  copies  of  this 
statement  were  sent  to  the  genenil  office  of  the  railroad  company  as 
the  basis  for  collection. 

The  collection  vouchers  sent  to  th<»  Standard  Oil  Company  show  an 
amount  considei-ably  less  than  the  sum  of  the  freight  charges  covered 
b}'^  the  attached  billing  statements  at  the  11-cent  rate. 

The  following  is  a  copy  of  collection  voucher  7508,  covering  ship- 
ments of  oil  of  December  15-31,  IDO-i.  It  shows  the  final  figures  after 
certain  minor  corrections  made  in  the  original. 


Auditor's  N<>. .  .7568 

.Staiulanl  Oil  Compunv, 
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It  will  be  seen  that  thi«  collection  voucher  does  not  show  on  its  face 
the  actual  rates  charged  or  the  weight  of  the  oil,  but  only  the  amount 
due.  Neither  did  the  8i-cent  rate  nor  the  6-cent  rate  ordinarily  appear 
on  any  paper  sent  to  the  Standard  Oil  Company.  Instead,  the  freight 
auditor  simply  made  up  from  the  statement,  furnished  by  the  local 
agent  at  Dolton,  of  tlie  cars  billed  at  the  11-cent  rate  a  similar  state- 
ment divided  into  two  parts,  one  of  which  included  the  cars  taking  the 
8i-cent  i*ate  and  the  other  the  cars  taking  the  6-cent  rate.  This  new 
billing  statement  was  sent  to  the  Standard  with  the  collection  voucher. 
B}^  applying  the  rates,  respectively,  which  of  course  were  known  to 
the  Standard  Oil  Company,  to  the  weights  shown  on  these  two  state- 
ments, the  amount  of  freight  charges,  as  shown  in  the  collection 
voucher,  was  coniputed.  It  can  readily  be  seen  that  by  this  method 
the  knowledge  of  the  actual  freight  charges  could  be  confined  to  a  very 
few  persons: 

It  would,  in  fact,  have  been  difficult  for  the  Bureau  of  Corporations 
to  determine  precisely  this  6  cent  rate  from  the  papers  in  the  office  of 
the  railroad  company  had  it  not  been  that  one  of  the  collection 
vouchers,  that  for  the  second  half  of  August,  1904,  happened  to  have 
entered  on  its  fac».e  the  two  separate  rates  of  8i  and  6  cents,  with  the 
weight  of  the  oil  handled  at  each  rnte. 

It  was  also  found  that  in  one  or  two  cases  there  were  on  file  in  the 
office  of  the  railroad  company,  in  connection  with  the  collection 
vouchers,  copies  of  the  statement  of  billing  which  had  been  rendered 
to  the  Standard  Oil  Company,  divided  into  two  groups,  and  therein 
differing  from  the  original  statements  of  billing  prepared  by  the  local 
agent  at  Dolton,  which  were  also  on  file.  By  applying  the  two  rates, 
respectively,  to  the  weights  shown  in  these  sepamte  groups,  it  was 
found  that  the  amount  of  the  collection  voucher  could  be  checked  up. 
In  other  cases  it  was  found  that  the  original  statement  of  billing  pre- 
pared by  the  local  agent,  and  on  file  in  the  freight  auditor's  office, 
contained  an  indication  as  to  the  basis  of  this  division  into  groups. 
All  the  cars  destined  to  points  taking  the  Si-cent  rate  were  marked 
with  a  check,  and  cars  destined  to  other  points  with  a  cross. 

On  page  282  is  a  copy  of  the  heading  and  a  few  of  the  items  of  the 
statement  of  billing  on  whicli  collection  voucher  7568,  shown  on  page 
280,  was  based.  The  last  five  column  headings  in  the  statement  bear  no 
relation  to  the  items  entered  under  them.  The  figures  farthest  to  the 
right  entered  under  the  heading  '"Amount,"  are  what  are  known  as 
"pro  numbers,"  tliat  is,  the  numbers  placed  on  the  waybills  in  serial 
order  when  the  cars  are  received.  The  destinations  are  shown  still 
farther  to  the  right;  also  the  checks  indicating  the  8i-cent  rate  and  the 
plus  signs  indicating  the  ()-ccnt  rate. 
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Beginning  with  February,  11^05,  the  collection  vouchers  and  billing 
statements  on  shipments  of  oil  to  Evansville  for  points  beyond  show 
that  the  rate  of  8i  cents  was  applied  uniformly  on  all  shipments.  The 
statements  of  billing  ceased  to  be  marked  with  crosses  and  checks.  In 
a  few  cases,  subsequent  to  this  time,  the  collection  vouchers  show  on 
their  face  the  rate  of  8i  cents,  but  usually,  as  before,  the  rate  is  not 
shown  at  all. 

Section  13.  Complicity  of  Standard  Oil  Company  in  secrecy  of  Evansville 
rates. 
The  traffic  manager  of  the  Standard  Oil  ^Company,  in  oflPering  an 
explanation  of  the  8i-cent  Evansville  rate,  stated  that  so  far  as  he 
knew  it  was  not  a  secret  nite,  >)ut  would  have  been  available  to  the 
competitors  of  the  Standard  Oil  Company  if  they  had  had  occasion  to 
make  shipments  from  Chicago  or  Whiting  to  Evansville.  He  said, 
further,  that  while  the  rate  was  not  filed  with  the  Interstate  Commerce 
Commission,  that  was  a  matter  whi(di  concerned  the  railroads  and  not 
the  Standard  Oil  Company.     He  said  that  at  a  former  time,  when  he 
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was  himself  connected  with  the  Chicago  and  Eastern  Illinois  Kailroad, 
the  officers  of  that  road  regularly  assumed,  on  the  advice  of  their 
counsel,  that  shipments  from  places  like  Whiting  or  Hammond  to 
points  in  Indiana  by  way  of  the  Chicago  and  Eastern  Illinois  Railroad 
ti*acks  through  Illinois  were  intrastate  shipments,  and,  further,  that 
they  had  considered  that  it  did  not  matter  that  the  shipments  billed  to 
Evansville  were  destined  to  points  beyond.  With  reference  to  the 
memorandum  above  quoted,  referring  to  the  desire  of  Mr.  Page  of  the 
Standard  Oil  Company  that  the  tariff  naming  the  8i-cent  rate  should 
not  be  filed  with  the  Interstate  Commerce  Commission,  Mr.  Page  has 
denied  that  he  had  expressed  this  desire,  and  said  he  would  have  no 
occasion  to  do  so,  as  he  knew  the  railroad  habitually  adopted  that 
policy  with  respect  to  such  State  tariffs. 

It  is  quite  unnecessary  to  discuss  the  contention  that  shipments 
billed  from  Whiting  to  Evansville,  but  destined  to  points  beyond,  can 
be  considered  State  business.  It  is  perfectly  clear  that  if  secret  intra- 
state rates  are  used  in  forwarding  interstate  shipments,  it  is  impossible 
to  secure  any  publicitv  of  interstate  rates.  The  statement  of  the 
Standard's  traffic  manager  as  to  the  attitude  of  the  railroad  officers 
toward  such  ''intrastate"  rates  hardly  accords  with  the  practice  of 
falsely  billing  oil  to  Evansville  for  points  beyond  at  the  published  rate. 

As  to  the  contention  that  the  Standard  Oil  Company  did  not  know 
that  the  rate  was  secret,  there  are  several  evidences,  aside  from  the 
memorandum  above  quoted,  which  show  the  contrary. 

It  is  doubtless  true  that  the  officers  or  representatives  of  the  Standard 
would  not  necessarily  see  any  of  the  waybills  of  oil  from  Whiting  to 
Evansville  which  showed  on  their  face  the  false  entry  of  11  cents  per 
hundred  pounds. 

But  the  statements  of  billing,  which  were  rendered  to  the  Standard  Oil 
Company  by  the  Chicago  and  Eastern  Illinois  Railroad  in  collecting  the 
charges,  themselves  showed  that  the  oil  had  been  billed  at  the  11-cent 
rate.  These  statements  of  billing,  according  to  officers  of  the  railroad 
company,  were  similar  in  form  to  that  copied  on  the  opposite  page, 
except  that,  as  already  stated,  they  were  separated  into  two  parts,  the 
first  including  the  oil  which  was  actually  carried  at  an  8i-cent  rate,  and 
the  second  the  oil  which  was  carried  at  a  6-cent  rate.  From  the  fact  that 
the  waybills,  as  indicated  by  this  statement  rendered  to  the  Standard 
Oil  Company,  showed  a  different  rate  from  that  actually  collected,  the 
officers  of  the  Standard  could  not  fail  to  realize  that  the  8i-cent  and 
the  6-cent  rates  were  secret.  They  knew,  too,  that  the  Chicago  and 
Eastern  Illinois,  as  a  party  to  the  Chicago  and  Ohio  River  Committee, 
was  continuing  to  issue  tariffs  conspicuously  naming  an  11-cent  I'ate  to 
Evansville. 

A  further  proof  that  the  Standard  officials  knew  that  the  proper  rate 
was  11  cents  and  that  the  lower  rates  were  secret  is  f  oimd  in  a  copy  of 
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a  letter  addressed  to  the  Standard  Oil  Company  at  Chicago,  dated 
November  6,  1904,  and  signed  by  the  auditor  of  the  Chicago  and  East- 
em  Illinois  Railroad.    This  letter  begins  with  the  following  language: 

On  our  statement  dated  February  14,  1904,  on  shipments  of  11-cerU  at/  o  to  £van8- 
ville,    »    *    »  . 

This  letter  was  dul}^  acknowledged  by  Edgar  Bogardus,  of  the 
Standard  Oil  Company  at  Chicago.  From  the  fact  that  blind  billing 
was  used  on  the  Grand  Junction  rate  with  the  knowledge  of  the 
Standard  that  the  purpose  was  to  conceal  the  rate,  it  is  not  an  unreason- 
able inference  that  false  billing  was  used  by  the  same  railroad  on  the 
Evansville  rate,  not  only  with  the  knowledge  but  for  the  particular 
benefit  of  the  Standard  Oil  Company. 

Section  14.  Volume  of  business  affected  by  secret  EvansTille  rates,  and 
saving  to  the  Standard  Oil  Company. 

The  volume  of  business  affected  by  the  secret  rates  of  8i  cents  and 
6  cents  from  Whiting  to  Evansville  was  considerably  less  than  the 
volume  of  business  handled  under  the  Grand  Junction  rate,  and  the 
difference  between  the  published  rate  and  the  secret  rate  was  mate- 
rially less  in  the  case  of  P>ansville  than  in  the  case  of  Grand  Junction. 
An  examination  of  the  collection  vouchers  of  the  Chicago  and  Eastern 
Illinois  Railroad  rendered  to  the  Standard  Oil  Company  shows  that 
during  33i  months  between  Januaiy  1,  1003,  and  November  30,  1905 
(the  figures  of  IJ  months  ha'mir  lacking),  the  total  weight  of  oil  billed 
from  Whiting  to  Evansville  for  points  bej^ond  was  99,118,823  pounds. 
The  amount  of  freight  charges  on  this  oil  under  the  published  tariff, 
as  shown  by  the  statements  of  billing,  should  have  l)een  $109,405.05. 
(This  amount  is  slightly  greater  than  would  be  computed  on  the  basis 
of  a  flat  11-cent  rate,  since  a  small  part  of  the  product  consisted  of 
candles,  paraflSn,  and  similar  commodities  taking  higher  rate«.)  The 
amount  of  freight  actually  collected  from  the  Standard  Oil  Company 
on  these  shipments  was  $78,792.38.  The  difference  between  this 
amount  and  the  amount  that  should  have  been  charged,  which  may  be 
looked  upon  as  equivalent  to  a  rebate,  was  $30,612.67,  or  an  average 
of  $913.81  per  month. 

In  addition  to  the  amount  thus  shown  the  Standard  Oil  Company 
obtained  a  saving  of  2J  cents  per  hundred  pounds  upon  all  oil  shipped 
from  Whiting  to  Evansville  fur  local  consumption,  which  also  under 
the  published  tjiriff  should  have  been  charged  at  the  rate  of  11  cents 
per  hundred  pounds.  The  amount  of  freight  saved  to  the  Standard 
Oil  Company  on  these  departures  from  the  published  rate  on  business 

a  Italics  hy  Bureau.  Tlie  term  distinguishes  this  trafiic  going  beyond  from  the 
oil  waybilleil  at  8 J  cents  to  Iilvansville  pro|)er. 
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terminating  at  Evansville  can  not  be  computed  from  the  available  data, 
but  was  much  less  than  the  amount  on  shipments  to  Evansville  des- 
tined to  points  beyond. 

Section  15.  Comparisons  of  rates  from  Whiting  based  on  Evansville  com- 
bination with  rates  from  independent  refining  points. 

The  saving  to  the  Standard  Oil  Company  by  the  application  of  the 
rates  of  6  cents  and  8i  cents,  respectively,  instead  of  aerate  of  11 
cents,  on  shipments  via  Evansville  to  the  South,  does  not  represent 
the  full  advantage  on  such  shipments  enjoyed  by  that  company 
over  its  competitors  at  Toledo,  Cleveland,  Pittsburg,  and  other 
northern  refining  centers.  As  already  pointed  out,  the  published 
rates  from  Evansville  to  the  South  are  materially  lower  than  the  rates 
from  Cincinnati  to  the  South,  the  difference  being  in  most  cases  4i 
cents  per  hundred  pounds.  On  the  basis  of  the  8i-cent  rate  to  Evans- 
ville the  Standard  Oil  Company  could  reach  that  point  much  more 
cheaply  than  the  independent  refiners  could  reach  Cincinnati.  The 
rates  to  Cincinnati  were,  from  Toledo  10  cents,  from  Cleveland  10^ 
cents,  and  from  Pittsburg  14  cents.  To  most  points  in  the  South  sup- 
plied by  the  Standard  Oil  Company  by  way  of  Evansville  that  company 
had  thus,  on  the  basis  of  the  8i  cent  rate,  an  advantage  of  6i  cents  over 
Toledo  refiners  (If  cents  north  of  the  Ohio  River  and  4i  cents  soiith), 
6f  cents  over  Cleveland  refiners,  and  lOi  cents  over  Pittsburg  refiners. 

In  the  case  of  shipments  to  Nashville,  Tenn.,  which  is  one  of  the 
largest  markets  in  the  South,  the  Standard  Oil  Company  enjoyed  a 
slightly  greater  advantage  over  its  competitors.  The  published  rate 
from  Evansville  to  Nashville  is  12  cents,  while  it  is  16  cents  from  Louis- 
ville and  20i  cents  from  Cincinnati.  Even  Toledo  and  Cleveland 
refiners,  however,  could  get  into  Nashville  cheaper  by  way  of  Evans- 
ville than  through  other  gateways.  It  cost,  nevertheless,  only  20i 
cents  to  ship  oil  from  Whiting  to  Nashville,  as  against  27  cents  from 
Toledo,  29i  cents  from  Cleveland,  and  34^  cents  from  Pittsburg,  the 
latter  reaching  Nashville  by  way  of  Cincinnati.  These  differences  of 
rate  to  Nashville  were  far  out  of  line  with  the  differences  of  distance, 
Whiting  being  444  miles  from  Nashville,  Toledo  512  miles,  Cleveland 
545  miles,  and  Pittsburg  614  miles.  The  rate  per  ton  per  mile  from 
Whiting  to  Nashville  was  9.1  mills,  as  compared  with  10.5  mills  from 
Toledo,  10.8  mills  from  Cleveland,  and  11.2  mills  from  Pittsburg. 

The  traflBc  manager  of  the  Standard  Oil  Company  explained  the 
12-cent  rate  from  Evansville  to  Nashville  as  being  due  to  water  com- 
petition by  way  of  the  Cumberland  River.  This  explanation,  however, 
is  inadequate,  because  if  there  were  water  competition  from  Evansville 
to  Nashville  there  would  also  be  water  competition  from  Cincinnati 
to  Nashville,  which  would  tend  to  lower  the  Cincinnati  rate  likewise. 

It  is  obvious,  moreover,  that  if  water  competition  reduced  the  rate 
on  oil  from  Evansville  to  Nashville  in  comparison  with  the  rates  from 
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Louisville  and  CinciDDati  to  Nashville,  the  same  competition  would 
also  exist  on  other  traffic,  and  have  the  same  effect.  As  a  matter  of 
fact,  neither  on  classified  commodities  nor  on  other  commodities  tak- 
ing special  rates  has  Evansville  in  general  any  such  advantage  over 
Louisville  and  Cincinnati  on  shipments  to  Nashville. 

Significance  of  the  6-cent  rate. — In  considering  the  advan- 
tage enjoyed  by  the  Standard  Oil  (Company  on  shipments  from  Whiting 
based  on  the  Evansville  combination,  it  is  not  necessary  to  take  account 
of  the  6-cent  rate  from  Whiting  to  Evansville.  This  rate  was  used 
for  the  most  part  on  shipments  destined  to  points  which  could  be 
reached  as  cheaply  or  even  a  little  more  cheaply  by  way  of  Grand 
Junction  on  the  13-cent  rate  to  that  point.  The  following  is  a  list  of 
the  points  in  the  South  on  shipments  to  which  the  6-cent  rate  was  used 
from  Whiting  to  Evansville: 

Jackson,  Tenn.  Humboldt,  Tenn.  Mount  Olive,  Miss. 

Athens,  Ga.  Selma,  Ala.  Union  City,  Tenn. 

Springfield,  Tenn.  Elberton,  Ga.  Opelika,  Ala. 

Columbus,  Ga.  Eufaula,  Ala.  Ball  Ground,  Ga. 

Mobile,  Ala.  Augusta,  Ga.  Blue  Ridge,  Ga. 

Birmingham,  Ala.  VTest  Point,  Ga.  Anniston,  Ala. 

Dothan,  Ala.  Washington,  Ga.  McKenzie,  Tenn. 

It  is,  in  fact,  almost  certain  that  the  chief  reason  why  this  6-cent 
rate  was  used  at  all  was  to  enable  the  Standai'd  Oil  Company  to  ship 
over  the  Louisville  and  Nashville  Railroad  from  Evansville  at  a  com- 
bination of  rates  at  least  approximately  the  same  as  could  be  made  by 
way  of  Grand  Junction;  although  a  few  points  in  western  Tennessee, 
not  reached  by  the  Grand  Junction  combination,  were  also  affected. 
The  Standard's  officials  assert  that  they  aim  to  give  each  railroad  a 
fair  share  of  the  traffic  in  its  territory.  The  Standard,  however,  is 
not  disposed  to  give  a  railroad  much  traffic  on  rates  higher  than  it 
could  obtain  by  other  routes.  It  would  appear  in  this  case  that  the 
Standard  Oil  Company  arranged  with  the  Chicago  and  Eastern  Illinois 
Railroad  to  cut  its  rate  to  Evansville  on  certain  shipments,  so  that 
they  might  be  turned  over  to  the  Louisville  and  Nashville  Railroad 
without  much  loss. 

Comparison  of  rates  and  distances. — While  by  means  of  the 
secret  rates  from  Whiting  to  Evansville  the  Standard  Oil  Company 
could  reach  a  very  large  proportion  of  the  area  of  the  South  at  much 
less  cost  than  its  competitors,  yet  because  of  the  still  greater  advantage 
given  by  the  Grand  Junction  rate,  the  Evansville  rate  was  used  for 
shipments  to  only  a  comparatively  limited  territory.  This  territory 
included  most  of  the  western  half  of  Kentucky  and  Tennessee,  and 
scattered  points  in  other  States,  mostly  south  and  east  of  the  territory 
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reached  by  the  Grand  Junction  combination.  In  section  18  appears  a 
considerable  list  of  towns  supplied  with  oil  by  the  Standard  Oil  Com- 
pany on  the  basis  of  the  Evansville  combination  with  comparisons  of 
the  rates  and  distances  from  Whiting  and  from  the  principal  com- 
peting refineries.  For  the  purpose  of  more  convenient  apprehension 
the  following  table  has  been  prepared,  showing  the  rates  from  Whit- 
ing and  Toledo,  respectively,  to  the  most  important  points  in  the 
South  to  which  the  Standard  made  use  of  the  Evansville  combination. 


COMPARISON  OP  RATES  ON  OIL  FROM  WHITING  VIA  EVANSVILLE  (BASED  ON  8i  CENTS 
FROM  WHITING  TO  EVANSVILLE)  AND  FROM  TOLEDO  TO  CERTAIN  POINTS  IN  THE 
SOUTH,  1904. 

[Rates  In  cents  per  hundred  poundK.] 


To— 


Nuhville,  Tenn... 
aarksTi  lie.  Tenn.. 

Jackaon,  Tenn 

Hopkinsville.  Ky.. 
Bowling  Green,  Ky 
AsheTille,  N.  C... 
Charlotte,  N.C... 

Marietta,  Ga 

ValdoRto,  Ga 

Mont^mery,  Ala. . 
Grenada,  Min 


Rate. 


From 
Whiting. 


'20.25 
•20.25 

32.75 
28.25 
54.75 
46.25 
51.25 
61.25 
41.25 
43.25 


From 
TMedo. 


27 

27 

42.5 

41.5 

34.5 

67 

48.5 

57.5 

67.5 

47.5 

49.5 


Difference 
in  favor  of 
Whiting. 


6.75 

6.76 

8.5 

8.75 

6.25 

2.25 

2.25 

6.25 

6.25 

6. -25 

6. -25 


Distance. 


From 
Whiting. 


Miles. 
444 

409 
470 
872 
406 
701 
847 
713 
973 
747 
617 


From 
Toledo. 


MUes. 


512 
502 
597 
467 
439 
631 
777 
667 
927 
788 
750 


a  Based  on  rate  of  6  cents  to  Evansville,  rame  as  through  rate. 

The  disparity  of  rates  and  distances  may  be  still  more  clearly  seen 
by  the  accompanying  map,  which  compares  Whiting  with  Toledo  on 
oil  shipments  to  Nashville,  Montgomery,  Marietta,  Ga.,  and  Asheville. 

Comparison  op  rates  per  ton  per  mile. — The  relation  of  the  rates 
from  Whiting  and  Toledo  to  the  above  points  may  be  more  readily 
appreciated  from  an  examination  of  the  following  table,  which  reduces 
them  to  the  basis  of  cents  per  ton  per  mile: 

COMPARISON   OF  RATES   PER  TON   PER  MILE   FROM   WHITING  VIA  EVANSVILLE  AND 
FROM  TOLEDO  TO  POINTS  IN  THE  SOUTH,  1904. 


To- 

From    1     From     '                        «,,^_ 
Whiting.    Toledo.  ,1                      ^"^ 

Fr<.>m 
Whiting. 

From 
Toledo. 

Naahville.  Tenn 

Cenl». 
0.91 
.99 
1.45 
1.76 
1.38 
l.M 

CeiitA.     1 

1.05  '   Charlotte  N  C 

CcnU. 
1.09 
1.44 
1.26 
1.10 
1.40 

CcnU. 
1  25 

Clarksyille,  Tenn 

1.08  'i  Marietta, Ga   ... 

1  72 

Jackson,  Tenn 

1.42   1  Valdosta,  Ga 

1.46 

HoDkinsville.  Ky 

1.7R       Monti?nTnorv    A  In. 

1  21 

Bowlinff  Green.  Ky 

1.57  l'  Grenada,  Miss  . 

1  32 

laheyllle,N.C 

1.81    ' 
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Whiting.     Jackson  is  a  type  of  a  number  of  points  in  Mississippi  to 
which  such  through  rates  are  applied  from  Whiting. 

COMPARISON    OF    OIL    RATES    FROM    WHITINQ   AND   FROM   TOLEDO   TO   LEADING 
♦•MISSISSIPPI  VALLEY"  POINTS;  ALSO  TO  JACKSON,  MISS. 

[Rates  In  cento  per  hundred  pounds.] 


To— 


Memphis,  Tenn . 

Helena,  Ark 

Vieksburg,  Miss. 
Natchez,  Miss... 
New  Orleans,  La 
Baton  Rouge,  La 

Mobile,  Ala 

Pensacola,  Fla  . . 
Jackson,  Miss  ... 


Rate. 


From 
Whiting. 


a  18 
21 
23 
23 
23 
2S 
23 
23 
44 


From 
Toledo. 


Difference 

in  favor 

of  Whiting. 


26.6 

32 

82.5 

82.5 

32.6 

8:^6 

82.5 

32.6 

63.5 


8.6 
11 
9.6 
9.5 
9.6 
9.5 
9.6 
9.5 
9.6 


Distance. 


From 
Whiting. 


jrtOo. 
528 
601 
748 
824 
912 
898 
857 
909 
729 


From 
Tdeda 


JfOo. 

fiOO 
717 
880 
967 
1,041 
1,026 
968 
960 
862 


a  Formerly  15  cento  via  Grand  Junction,  Tenn. 

It  will  be  seen  that  the  rate  from  Whiting  to  Memphis  is  18  cents 
as  against  20^  cents  from  Toledo,  a  difference  of  8i  cents.  This  differ- 
ence is  wholly  out  of  proportion  to  the  difference  between  the  distances, 
which  are,  respectively,  528  miles  and  660  miles.  The  disparity  with 
respect  to  Helena,  Ark.,  is  even  greater.  To  all  the  other  Mississippi 
Valley  points  the  rate  from  Whiting  is  23  cents  and  that  from  Toledo 
32i  cents,  a  difference  of  9i  cents,  which  is  still  more  out  of  propor- 
tion to  distance.  A  similar  disproportion  exists  in  the  rates  to  Jack- 
son, Miss. 

The  disproportion  between  the  rates  and  the  distances  is  shown  more 
clearly  by  the  following  table,  which  shows  the  pharge  per  ton  per 
mile  from  Whiting  and  Toledo,  respectively : 

RATES  PER  TON  PER  MILE  ON  OIL  FROM  WHITING  AND   FROM  TOLEDO  TO  MISSI88IFP 

VALLEY  POINTS. 


To- 


•    Fn)m     I 
I  Whiting.  I 


Memphis |  O.f* 

Ueltiia .71 

Vieksburg .61 

Natchez .56 

New  Orleans .  fH) 


From 
Toledo. 


Omt. 
0.80 
.89 
.74 
.fi8 
.62 


To— 


Baton  Rouge 

Mobile 

Peiisacola 

Jackson 


From 
Whiting. 

From 
Toledo. 

Genu. 

OenU. 

0.52 

0.6S 

.54 

.87 

.51 

.68 

1.21 

1.24 

The  rates  per  ton  per  mile  from  Toledo  to  Mississippi  Valley  points 
proper  are  from  one-seventh  to  one-third  higher  than  the  rates  from 
Whiting.  The  disparity  with  respect  to  leading  points  is  shown  on 
the  accompanying  map. 
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The  rates  from  Cleveland  to  Mississippi  Valley  points  are  one-half 
cent  per  hundred  pounds  higher  than  the  rates  from  Toledo,  Cleveland 
being  43  miles  farther  away.  The  difference  in  favor  of  Whiting  as 
against  Cleveland  is  thus  9  cents  on  shipments  to  Memphis,  11^  cents 
to  Helena,  and  10  cents  to  all  other  Mississippi  Valley  points.  The 
comparison  between  Cleveland  and  Whiting  of  rates  per  ton  per  mile 
works  out  approMmately  the  same  as  in  the  case  of  Toledo. 

Pittsburg  is  in  a  much  worse  position  than  Cleveland  with  respect 
to  shipments  to  these  points.  The  rate  is  uniformly  4  cents  higher 
than  the  rate  from  Toledo,  making  the  difference  between  the  Pitts- 
burg and  Whiting  rates  12i  cents  on  shipments  to  Memphis,  15  cents 
to  Helena,  and  13i  cents  to  all  other  Mississippi  Valley  points.  Pitts- 
burg is,  to  be  sure,  somewhat  farther  from  these  points  than  Cleve- 
land, so  that  the  rates  per  ton  per  mile  work  out  about  the  same.  On 
this  basis  the  discrimination  seems  very  nearly  the  same  against 
Pittsburg  as  against  Toledo  and  Cleveland.  Under  the  general  prin- 
ciples of  commodity  rate-making,  however,  one  would  expect,  in  view 
of  the  long  hauls,  that  Pittsburg  would  take  approximately  the  same 
rates  to  Mississippi  Valley  points  as  Cleveland,  notwithstanding  the 
greater  distance,  in  order  that  the  competitors  might  be  placed  on  an 
equal  basis;  and  this  is  what  is  found  in  class  rates  and  in  many  special 
commodity  rates.  The  rates  from  Oil  City  and  most  other  western 
Pennsylvania  refining  points  are  the  same  as  from  Pittsburg. 

On  classified  articles  the  difference  in  rates  to  Mississippi  Valley 
points  is  only  very  slightly  in  favor  of  Whiting.  Thus,  on  the 
sixth  class,  which,  in  general,  corresponds  most  closely  to  oil,  the  rate 
from  Whiting  to  Memphis  is  31  cents,  and  from  Toledo,  Cleveland, 
and  Pittsburg  33  cents — an  excess  of  only  about  6  per  cent  as  against 
an  excess  of  47  to  70  per  cent  in  oil  rates.  The  corresponding  class 
rate  from  Whiting  to  all  other  Mississippi  Valley  points  is  41  cents, 
as  against  43  cents  from  Toledo,  Cleveland,  and  Pittsburg  alike.  Here 
the  excess  of  the  other  points  over  Whiting  in  the  class  rates  is  less 
than  5  per  cent,  as  against  an  excess  of  from  59  to  71  per  cent  on  oil. 

Section  17.  Injustice  of  existing  rate  adjustment. 

It  is  obvious,  from  the  fact  that  the  class  rates  from  these  shipping 
points  are  so  nearly  alike,  that  water  competition  does  not  justify  the 
low  rate  on  oil  from  Whiting.  There  is  no  more  water  competition 
from  Whiting  than  from  the  more  easterly  refining  points.  In  the 
former  case,  if  there  were  water  competition  it  would  be  from  St.  Louis 
south,  on  the  Mississippi  River.  In  the  latter  case  it  would  be  from 
Cincinnati  or  Louisville  by  way  of  the  Ohio  and  the  Mississippi.  In 
fact  the  class  rates  have  themselves  been  fixed  in  view  of  potential 
water  competition,  and,  as  already  stated,  are  therefore  relatively 
lower  than  the  rates  to  interior  points  in  the  South, 
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A  prominent  ofScial  of  a  southern  railway  system  offers  an  explana- 
tion of  the  difference  between  Whiting  and  other  refining  points 
in  rates  to  Mississippi  Valley  points.  He  says  that  there  is  an  under- 
standing between  the  railways  south  of  the  Ohio  River  and  the  rail- 
ways north  of  the  river  that  the  southern  lines  will  join  in  through 
rates  to  these  points  from  any  northern  point,  like  Cleveland  or  Pitts- 
burg, if  the  northern  lines  so  desire  and  are  willing  to  participate  by 
reducing  their  rates — that  is,  by  accepting  proportions  of  through 
rates,  which  proportions  would  be  less  than  the  locals  they  charge  to 
the  Ohio  River.  He  says  the  arrangement  is  that  the  through 
rates  from  Toledo,  Cleveland,  and  Pittsburg,  and  similar  points,  shall, 
if  established,  bear  a  certain  percentage  relation  to.  the  rates  from 
Chicago.  The  northern  lines,  however,  he  asserts,  have  not  j^et  sig- 
nified their  willingness  to  prorate  on  shipments  of  oil  from  points  east 
of  Chicago.  The  Bureau  has  not  undertaken  to  determine  whether 
this  ac*tion  is  wholly  due  to  the  northern  lines,  or  in  part  or  wholly  to 
that  of  the  southern  lines. 

The  traflSc  manager  of  the  Standard  Oil  Company,  in  seeking 
to  explain  the  failure  of  the  railroads  to  make  through  rates  on 
oil  from  the  refineries  east  of  Whiting  to  the  Mississippi  Valley 
points,  said  he  understood  that  this  was  due  to  the  fact  that  the 
northern  lines  were  jealous  of  their  oil  revenue;  that  they  considered 
that  they  had,  to  some  extent,  a  natural  monopoly  of  the  oil  business, 
and  that  they  could  therefore  insist  on  obtaining  their  full  rates, 
instead  of  accepting  a  lower  revenue  by  prorating  on  shipments  to  the 
South. 

This  explanation  is  entirely  contrary  to  the  facts.  If  it  were  true 
of  the  railroads  connecting  points  like  Cleveland,  Toledo,  and  Pitts- 
burg with  the  Ohio  River,  it  would  be  equally  true  of  the  railroads 
connecting  Whiting  with  the  Ohio  River.  As  a  matter  of  fact,  by 
reason  of  the  failure  of  the  railways  leading  from  Cleveland,  Toledo, 
and  Pittsburg  to  participate  in  reduced  through  rates  to  Mississippi 
Valley  points,  they  have  almost  destroj^ed  their  oil  traffic  destined  to 
such  points  and  have  turned  it  over  to  the  railroads  leading  south 
from  Chicago,  which  are  in  entirely  different  systems. 

Their  policy  has  virtual!}^  prevented  the  independent  refiners  from 
shipping  to  these  points,  and  while  the  Standard  Oil  Company  itself 
docs  ship  some  oil  to  them  from  such  places  as  Rochester,  Franklin, 
and  Cleveland,  these  shipments  are  very  light  compared  with  the 
shipments  from  Whiting,  or  compared  with  the  shipments  which  the 
Standard  itself  would  probably  make  if  the  rates  were  on  a  par 
with  the  rates  from  Whiting.  Instead  of  conserving  their  revenue 
by  the  policy  adopted,  the  northern  railways  deplete  their  revenue. 
It  is  a  recognized  principle  of  railroad  management  that  the  way  to 
increase  revenue,  when  there  are  competing  lines  which  can  handle 


SOUTH    CENTRAL    STATES.  293 

the  traffic,  is  to  reduce  rates,  if  necessary  almost  to  the  bare  cost  of 
operation,  and  not  to  keep  them  up.  It  is  difficult  to  escape  the  con- 
clusion that  in  keeping  up  their  rates  from  the  more  easterly  refining 
points  to  Mississippi  Valley  points  the  railroads  are  acting  in  the 
interest  and  at  the  instance  of  the  Standard  Oil  Company. 

This  disparity  in  rates  to  lower  river  and  Gulf  points  is  now  a  some- 
what less  important  advantage  to  the  Standard  than  formerly,  because 
it  now  ships  considerable  oil  to  this  territory  from  Texas,  but  the 
shipments  from  Whiting  are  still  large. 

V.  SUMMABT  COMPARISON  OF  FOBMEB  BATES  FBOM  WHITING 
WITH  BATES  FBOM  COMPETITIVE  BEFINEBTES. 

Section  18.  General  rate  tables,  1904. 

The  sections  preceding  show  that  the  Standard  Oil  Company  has 
for  years  had  a  great  advantage  over  competitors  in  each  of  the  three 
main  mte  combinations  which  it  has  used  on  shipments  from  Whiting 
into  the  South.  The  advantage  has  been  most  conspicuous  in  the 
territory  reached  by  the  secret  combination  of  i-ates  via  Grand  Junc- 
tion, and  perhaps  next  greatest  in  the  territory  reached  by  the  secret 
combination  via  Evansville,  although  to  the  Mississippi  Valley  points 
the  open  mtes  discriminate  almost  as  sharply  in  favor  of  Whiting. 
The  mtes  from  Whiting  to  most  points  in  the  South,  except  along 
the  Atlantic  seaboard,  have  ranged  from  6  cents  to  18  cents  per  hun- 
dred pounds  below  the  rates  from  Toledo  and  Cleveland,  while  Pitts- 
burg and  the  other  independent  refining  points  in  western  Pennsyl- 
vania have  paid  rates  usually  4  cents  per  hundred  pounds  above  those 
from  Toledo.  The  independent  refinery  at  Findlay  pays  the  same 
i^ates  to  the  South  as  Toledo  pa^s. 

It  is  impossible  to  compute  with  accuracy  the  average  difference 
between  the  rates  from  Whiting  and  from  competing  refineries  into 
the  entire  southern  territory,  but  it  is  safe  to  say  that  the  average 
difference  in  favor  of  Whiting  to  all  territory  discussed  in  the  present 
chapter  has  been  more  than  10  cents  per  hundred  pounds  as  against 
Toledo  and  Clevehind,  and  more  than  14:  cents  as  against  Pittsburg. 
It  is  probable,  indeed,  that  the  differences  averaged  as  high  as  12  cents 
and  IG  cents,  respectively. 

That  the  ccmchisions  as  to  the  relative  rates  from  Standard  and 
independent  refining  points  which  may  be  drawn  from  the  limited 
number  of  points  covered  by  the  t4U)les  in  the  preceding  sections  are 
typical  of  the  South  genoi-ally  may  be  determined  by  a  considera- 
tion of  the  more  ehibonito  tal)les  at  the  end  of  this  section.  The  first 
of  these  compares  the  riitos  on  petroleum  and  its  products  (as  of  date 
1904)  from  Pittsbuig,  (levehmd,  Toledo,  and  Whiting  to  all  impor- 
tant southern  points,  including  some  in  the  Atlantic  coast  belt,  which 
H.  Doc.  812,  50-1 21 
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are  chiefly  supplied  from  seaboard  refineries  of  the  Standard  Oil 
Company  rather  than  from  Whiting.  The  table  shows  in  each  case 
the  distance  by  the  shortest  line,  and  also,  in  the  case  of  shipments 
from  Whiting  by  way  of  Grand  Junction,  the  actual  distance  by  that 
route.  It  shows  the  rates  from  each  refining  point  and  the  differences 
between  the  rates  from  the  independent  refining  points  and  those  from 
Whiting,  which  are  in  ever}"  case  in  favor  of  Whiting.  The  table 
shows  also  the  rates  per  ton  per  mile.  These  are,  with  a  few  minor 
exceptions,  lower  from  Whiting  than  from  either  of  the  competing 
points,  and  usually  much  lower.  The  table  indicates  by  the  letters  A, 
B,  and  C  prefixed  to  the  Whiting  rates  the  points  in  the  South  which 
are  reached  from  Whiting  by  each  of  the  three  main  rate  combinations 
above  described. 

Another  table  herewith  presented  compares  the  oil  rates  from 
Whiting,  Pittsburg,  Cleveland,  Toledo,  and  Marietta  with  class 
rates  from  the  same  points.  It  includes  a  somewhat  larger  num- 
ber of  destinations  in  the  South  than  the  table  showing  distances. 
The  basis  and  justification  of  such  a  comparison  between  class  rates 
and  oil  rates  have  already  been  discussed  more  fullj'^  in  Chapter  I.  It 
was  there  pointed  out  that  while  it  can  not  be  contended  that  oil  rates 
from  different  refineries  should  in  every  case  bear  the  same  relation 
to  one  another  as  class  rates  from  the  same  points,  yet  if  it  be  found 
uniforml}^  on  comparing  oil  rates  and  class  rates  from  Standard  I'efin- 
ing  points  and  from  independent  refining  points,  that  the  Standard 
points  have  relatively  lower  rates  on  oil  than  on  other  articles,  this 
can  be  attributed  only  to  discrimination. 

It  has  already  been  stated  tliat  the  class  rates  used  for  comparison 
are,  in  most  cases,  a  combination  of  the  fiftli-class  (Official  Classifica- 
tion) rates  north  of  the  Ohio  River  and  the  sixth-class  (Southern  Clas- 
sification) rates  south  of  the  river;  tliough  from  Pittsburg,  and  in  some 
cases  from  the  other  points,  through  sixth-class  (Southern  Classifica- 
tion) rates  are  made.  For  convenience  the  class  rates  are  designated 
as  fifth-sixth  class. 

This  table  shows  clearly  the  method  by  which  the  comparison  is 
made.  The  difi'crence  l)etween  the  oil  rate  and  the  class  rate  from 
each  point  to  each  destination  is  given.  The  differences  between  these 
rates  from  Whiting  are  then  combined  (by  addition  or  subtraction,  as 
the  case  may  rciiuire,  or,  to  speak  more  precisely,  by  the  algebraic 
addition  of  plus  and  minus  (juantities)  with  the  differences  between 
the  oil  rates  and  the  class  rates  from  each  of  the  competing  refining 
points,  and  the  results  for  each  such  i)oint  are  put  in  a  column  in 
black-face  type.  This  colunui  represents  the  relative  advantage  of 
Whiting  over  the  competing  point  as  measured  on  the  basis  of  a  com- 
parison with  class  rates.  Forexjiin[)le,  by  referring  to  the  table  it  will 
be  seen  that  the  rate  ou  oil  from  Whiting  to  Chattanooga  is  19.1  cents 
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lower  than  the  rate  on  fifth-sixth  class  commodities.  From  Toledo,  on 
the  other  hand,  the  rate  on  oil  is  one-half  cent  higher  than  the  rate  on 
fifth-sixth  class  commodities.  Adding  the  19.1  cents  to  the  one-half 
cent,  the  total  advantage  of  Whiting  over  Toledo  in  oil  rates,  as  com- 
pared with  class  rates,  is  found  to  be  19.6  cents.  Had  the  oil  rate  from 
Toledo  been  one-half  cent  lower  than  the  class  rate,  the  one-half  cent 
would  have  been  subtracted,  showing  an  advantage  of  18.6  cents  to 
Whiting. 

A  study  of  this  table  will  show,  as  might  be  expected  from  the  simi- 
lar more  condensed  tables  presented  in  the  preceding  sections^  that  the 
rates  on  oil  from  Cleveland,  Toledo,  and  Marietta  have  been  in  every 
case  but  one  nmch  higher,  in  comparison  with  class  rates,  than  those 
from  Whiting;  and  the  same  is  true  of  the  i-ates  from  Pittsburg,  with 
the  exception  of  three  Atlantic  coast  destinations.  These  latter  the 
Standard  does  not  ordinarily  supply  from  Whiting,  but  from  its  coast 
refineries,  the  cost  to  it  of  water  transportation  being  much  less  than 
the  rail  charge  from  Pittsburg. 

The  relative  advantage  in  favor  of  Whiting  as  against  Toledo,  as 
shown  in  the  heavy  type,  ranges  up  to  21.2  cents.  The  relative 
advantage  in  favor  of  Whiting  over  Cleveland  ranges  from  zero  up  to 
22.2  cents.  The  advantage  in  favor  of  Whiting  over  Pittsburg  ranges 
up  to  no  less  than  28  cents.  The  differences  against  Marietta  range 
up  to  19.7  cents.  In  a  few  cases  the  competing  points  have  an  appar- 
ent, though  not  a  real,  advantage  over  Whiting  as  to  points  to  which 
shipments  are  not  ordinarily  made  from  Whiting,  but  in  a  great 
majority  of  cases  they  are  at  a  relative  disadvantage  of  10  cents  or 
diore. 
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TRANSPORTATION    OP   PETROLEUM. 


COMPARISON  OF  RATES  ON  PETROLEUM  AND  ITS  PRODUCTS.  CARLOADS,  FROM  PITTS- 
BURG. PA.:  CLEVELAND  AND  TOLEDO,  OHIO,  AND  WHITING.  IND..  TO  SOUTHERN 
POINTS.  SHOWING  THE  DISTANCE  AND  THE  REVENUE  PER  TON  PER  MILE.  1904. 

[Note.— The  dLsUnces  are  by  shorte^it  route;  al.«»o  from  Wliitlny  by  actual  route  in  raw  of  shipmentfi 
via  Grand  Junction.  Rates  from  Whiting  via  Grand  Junction  marked  "A;"  combination  of  rates 
at  Evaiisville,  **B;"  through  ratCM,  "C."  Pittsburg  rates  apply  alxo  from  most  other  western 
PennRylvania  refining  points,  and  Toledo  rates  apply  also  from  Findlay.J 


From— 


Pittsburg.  Pa 

Cleveland.  Ohio.. 
Toledo.  Ohio..  .. 

Whiting,  Ind 

Actual  route 


Pittsburg.  Pa 

Cleveland,  Ohio.. 

ToltHio.  Ohio 

Whiting.  Ind 

Actual  route . 


CHATTANOOGA. 


TENNESSEE. 


CLEVELAND. 


COAL  CREEK. 


^   , 

C  X 

^  V 

CV 

.a  = 

•^  E 

s 

11 

;i 

1 

Rate 
dred 

1^ 

VUrs. 

a*. 

rv*. 

(h51 

47 

2L1 

582 

43.5 

17.6 

549 

43 

17.1 

595 

A25.9 

849 

C  X 

3*0 


1    V, 

1.50 

1.57 

.87 

.61 


MUf». 
080 
611 
578  , 

624  iB38.25. 
878 


an. 

59 

55.5 

55 


as  I  s 

5      I    s 


a*.  I  as.  KmiUs. 

20.75  1.74       561 

17.25  I  1.82  i     495 

16.75  1  1.90  '    462 


!  i4 


li 


' 


1.23  I 
.87 


533 
991 


at. 

a«. 

50 

9 

46.5 

5.5 

4(} 

5 

A41 

IIARKIMAN. 


KNOXVILLK. 


I 


572 

46 

14.7 

1.61 

503 

42.5 

11.2 

1.69 

470 

42 

10.7 

1.79 

529 

A31.3 



1.18 

1,011 

.62 

604 
535 
502 
5?2 
960 


;  47    I 

43.5 
43      ' 
'A34.8  I 

r 


12.2 
8.7 
8.2 


l_ 

NASHVILLE. 


1.66 
1.63 
1.71 
1.22 
.73 


807 
729 
660 
528 


30.5 

27      I 
26.5 

C18      1 


3  . 
1.1 

a». 

1.77 
1.88 
1.99 
1.54 


12.5  0.76 

9  .74 

8.5  I  .80 

'  .68 


I 


I 


T 


Pittsburg,  Pa 614  I    34.5     14.25  ,  1.12 

Cleveland, Oliio '    545,    29.5      9.25  |  1.08  : 

Toledo.Ohio 512  1    27  6.75  11.05 

Whiting.  Ind 414    B'20.25l i     .91  ' 

Actual  route ' 1, 

I  1  I 


591       49 
522       45.5 
4S9  I    45 
518  :  A36. 8 


12.2 

8.7 
8.2 


1.66 
1.74 
1.84 
L34 
.71 


NORTH  CAROLINA. 


ASHEVILLK. 


CHARLOTTE. 


GREENSBORO. 


Pittsburg,  Pa |  7:w 

Cleveland,  Ohio i  G(')l 

Toledo.Ohio I  ewi 

Whiting,  Ind I  701 


57.5 
57.5 
57 
B5,^i 


I 


4       I  1.57 
4         1.73  ' 

3.5  I  1.81  I 
1.5;^  , 


I 


r)N2 

HU) 


B817 


45.  5 
49 

•18.  5 
42. 25 


3. 25 
6.75  I 
6.25  ! 


1.33 
1.21 
1.25 

1 


—  — 

—     — 

589 
724 

784 
868 

41.5 
49 
48.5 
B42.25 1 

■     -  - 

0.75 
6. 75 
6.25 


1.41 

1.36 

1.24 

.97 


WIIJMINGTON. 


Pittsburg.  Pa 

1                         1 
1       571  1     41.5 

-3.5 

4 
:V  5 

1.45       663  1    31.5 
1.38  j     798       46 
1.18  '    911  1    45.5 
.99   1,034  IB42 

-10.5 
4 
3.5 

0  95 

Cleveland.  Ohio 

Toledo.  Ohio 

Whiting,  Ind 

709       49 

822  ,     48.5 

912    B45 

1 

L16 

1 
.81 

.SOUTH  CAROLINA. 


Pi  tt.Mburg.  Pa l    «<'.()  .    56. 5      9.8 

Cleveland.  Ohio 885  1    57.5  I  10.  s 

Toledo.Ohio 8.V2  '    57       j  lU.  3 

Whiting.  Ind 921     A 16. 7  ' 

Actual  route 1,  a*<3    


1.31 
l.;JO 
1.31 
1.01 


811 

91l> 
921 
9\K 


CHAULK.«5TON. 


I 
31.5  !- 
51        I 
50.  5 
B14.'25 


CX)LrMBIA. 


9.75 
6. 75 
6. 25 


!     .6H    1 1 1 1.289 


(JUEE.NVILLK. 


Pittsburg,  Pa '    789 

Cleveland,  Ohio 7«»5 

Toledo.Ohio ;    732 

Whiting.Ind ,    802 

Actual  route 1,164 


60.  5  ; 

S.  I 

1.53 

79<'. 

™..-.  1 

6.1 

;  1.52 

ms 

59.  5 

5.1 

1.48 

,  60.5 : 

S.4 

1.58 

772 

<•»().  5 

6.1 

1.57 

1     782 

60. 5 

6.1 

1.65 

!     60 

7.9 

l.tVl 

739 

(M) 

5.6 

1  1.62 

1     749 

60 

5.6 

1.60 

A52. 1 

1.30 
.90 

1, 23,3 

.154.  4 

1  1.34 

i  •'^ 

1    819 
1,181 

1 

A54.4 

1.S8 
2.9 

1 

SOUTH    CENTKAL    STATES. 
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From— 


SOUTH  CAROLINA— ConUnued. 


I 
MiUs. 

Pittsburg.Pa '    829 

Cleveland,  Ohio I    805 

Toledo,  Ohio 772 

Whiting,  Ind I    842 

Actual  route 'l,  124 


1 


, 

u     ^ 

4!>P 

s-c 

4=C 

'ct 

ll 

*t 

3l 

§3 

&^ 

5^ 

a«. 

efji. 

60..'^ 

9.1 

60.  Tp 

9.1 

GO 

S.G 

A31.  4 

SPARTANBURG. 

UNION. 

1 

i^ 

4j  «j 

1 . 

g-S 

1   . 

i% 

s 

it 

l2 

Il 

V 

bfc 

S.1 

sk 

5 

Om. 

bk 

S 

s-g 

is 

at 

s 

ifr7rJ.. 

s 

J3 

Q 

(g-O 

5^ 

& 

m. 

as. 

JtfttoJ. 

Cte. 

a«. 

as. 

1.46 

7,'i8 

eo.^ 

8.4 

1.60 

786 

69.5 

5.1 

1.61 

U50 

734 

mft 

«.4 

L65 

762 

60.6 

6.1 

1.69 

1.55 

701 

GO 

7.9 

1.71 

729 

60 

5.6 

1.66 

t.sa 

771 

k^lA 

1.35 

799 

A64.4 

1.86 

,91 

],1% 

.87  1.223 

.89 

GEORGIA. 


AMERICU8. 


Pittsburg,  Pa 972 

Cleveland.  Ohio I    903 


Toledo.  Ohio. 

WhiUng.Ind 

Actual  route . 


Pittflbnrg.  Pa 

Cleveland.  Ohio. 

Toledo,  Ohio 

Whiting.  Ind.... 
Actual  route 


Pittsburg.  Pa 

Cleveland.  Ohio.. 

Toledo,  Ohio 

Whiting.  Ind 

Actual  route . 


Pittsburg.  Pa.... 
Cleveland,  Ohio. 
Toledo,  Ohio.... 
Whiting,  Ind.... 
Actual  route 


Pittaburg.Pa.... 
Cleveland,  Ohio. 
Toledo,  Ohio.... 
Whiting.  Ind.... 
Actual  route 


Pittsburg,  Pa 

Cleveland,  Ohio. 

Toledo,  Ohio 

Whiting.  Ind 

Actual  rout«> 


870 

909 

1,198 


65   I 

64.5  I 

A  49. 8  I. 


7.2 
15.2 
14.7 


1.17 
1.44 
1.48 
1.10  I 
^83 


936 

60 

10.2 

867 

65 

15.2 

834 

(M.5 

14.7 

873 

A  49. 8 

17»^ 

1.28 
1.60 
1.56 
1.14 
.84 


862 
793 
760 
806 
1,108 


51.5 
48 
47.5 
A86.5 


15 

11.5 

11 


789 

51.5 

18.3 

720 

48 

14.8 

687 

47.5 

14.3 

733 

A :«.  2 

1,003 

■ 

brunswi(;k. 


roLUMBUS. 


1,007 
995 
962 

1,008 


52.5  1 
51  i 
50.5  , 


8.; 
6.: 

(i.25  ' 


1.04  I 
1.03  , 
1.0.1  I 


B44.25 1     .88 


906 
837 
801 
809 
1,120 


I 


51.5  ; 

•^^  I 

47.5 

A3tJ.4  ' 


15. 1 
11.6 
11.1 


OAINESVILLK. 


843 

60 

774 

60.5 

741 

60 

787 

51.2 

1.057 

1 

8.8 ; 

9.3 

8.8  I 


1.42 
1.5<) 
1.62 
1.30 
.97 


I 


1.14 
1.15 
1.18 
.90 
.65 


835 
766  ; 
7:« 
779  ' 
1,049  ' 


66.  5 

17.9 

6;} 

14.4 

62. 5 

13.9 

48.  r, 

MARIETTA. 


1.59 
1.61 
1.71 
1.'25 
.9*3 


877 

51...  1 

808 

4« 

775 

47. 5 

821 

3.S.2 

1,091 

16.3   1.17 
12.8   1.19  ! 
12.3  I  1.23 

'   .HC  ; 

(K'i 


769 

61.5 

700 

5S 

(i67 

57.5  1 

713 

A  51. 25' 

967 

<).  75  I  1.66 
I  6.25   1.72 

.1 1.44 : 
.  i.ot; 


689 
6*20 
587 
633 
889 


51.5 

18.3 

48 

14.8 

47.5 

14.3 

A  33. 2 

860 
791 

758 
804  ' 
,074  ;. 


65.5 
62 

61.5 
47.8 


17.7 
14.2 
13.7 


729 

51.5 

18.3  1 

660 

48  _ 

14.8  1 

627 

47.  .f 

14.3  1 

673 

A  33. 2 

q-H) 

1 

1 

920 
980 
947 


36.5  —7.75 
51  I  6.75 
50. 5   6.  25 


993  'B44.25. 


0.79  1,029  I  51 

1.04  I  9<".0  6S 

1.07  ;  927  ,  67.  i 

.89   973  ,B61.* 


1  (")  I 
I  6.75  : 
,  6.25 


0.99 
1.42 
1.46 
1.26 


I 


WASHINCJTO.V. 


920  j    51.5 


851 

818  I     47.5 
864    A  37. 7  ' 
,134    


13.8  ■ 
48       I  10.3  ' 


9.8 


1.19 

1.21 

L25 

.91 


BARNESVILLE. 


1.49 

1.55 

1.62 

1.06 

.75 


1.52 
1.57 
1.62 
1.19 


1.41 
1.45 
1.52 
.99 
.71 


1.12 
1.13 
1.16 

.87 
.66 


a  Whiting  mte  10.25  cents  (n  exce.««. 
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[See  note  on  page  2%.] 


ALABAMA. 

AKMtSTOK. 

BSSSGttSa. 

SIUCIXOBAM. 

prom— 

1 

3' 

n 

It 

si 

1 

Pittoburir.  Pa  w *,..... 

bl.b 
J7.5 

18.2 
11.7 
14,2 

a*. 

i.ar, 
1.39 
1.45 

.75 

73fl 
703 
^US7 
531 

Of,    , 
51.5 
48 
47.5 
A2Q,fi 

22 
I8.fi 

la 

1.30 
1.35 

725 
651 

CI*. 

51.5 
48 
47,5 
A2y,5 

a*. 

22 

tR.5 
18 

a*. 

1.30 

Cleveland.  Ohio  ..,,., 
l^le4A,  Ohio „... 

LS2 

WMCJDfr,  Ini ,,.. 

.n 

Ai^tiuLl  route  „^^^. 

.72 

IJKCATI'R, 

EUFXVLA. 

PLOKElf€K. 

HttobtirK,  Pu  „ 

736 

4ft.fi 
45 
44.  a 

21.9 
lfl.4 
J7.)» 

1.32 
1.35 
3.41 

.73 

968 
900 
867 

1. 23* 

61.5 
4S 

47.fi 
A37.3 

14.2 

10,7 
10,2 

l.Oft 
1.07 

746 

fi3S 
570 

mi 

48.6 
ib 
44.5 
A2e.6 

21.9 
18.4 
17.9 

Qflvoliwid,  Ohio, 

TbIedo.Ohio ,. 

LSI 

Whitinif ,  Irid : , , 

L1@ 

Actiml  rouuj 

.98 

.77 

f^Amnm, 

HDTrt»¥Tl,t.«, 

HAaioir. 

PlttfillUfK     fti     -.i 

1    7« 
fi74 
4HI 

Ml 

&L5 

47,5 
A33.3 

18.  a 

14.7 
14.2 

a.39 

1.42 
1,4» 
1.03 
.71 

745 

&13 
S75 
75a 

4^.5 
4fi 

44.5 
JI2G.6 

21.9 
IB.  4 
17.* 

1.30 

1.33 

1,3S 

.93 

.71 

»15 
846 

an 

7*1 

67.  S 

63.5 

151.5 

IB 

12-6 

12 

1.4H 
L51 
I  M 

Cleveland.  Ohio..,...: 
T^)f><lfi,  Ohio,,,,,,,*,, 

WhttlDgJod 

1.3fi 

l.OB 

At'tual  route , 



XOBILK. 

XONTOOMBBY. 

'^    OPKUEA. 

PlttebuiK.  J^ 

1,070 

m5 

13.fi     O.fiS 

10        .itc 

Bifi       .07 
&I 

1121 
747 

51.5 
4ft 
47.5 
S41.25 

10.25 
6.75 
fl.2fi 

l.lfi 
1.17 
1.21 
1.10 

883 
ft]4 
781 
780 
1,112 

51.5 

47.5 
A  36.4 

15.1 

1L0 
ll.l 

L17 

LU 

1.22 

93 

Cleveland.  Ohio 

ToU'do.  OhSo 

WhitiiifrJnd. 

Ai'tual  nmte 

.fi& 

7W 

caATt  crrr. 

RSUCA. 

TUSCALOOSA. 

phUbuTir^  Pa  ♦,..,..... 

!   fii.'i 

S£2 

18.5 

18 

L29 
1.3-2 

.90 

m 

H2*i 
79fi 

51.5 
48 
-17.  B 

14,5 
11 

10.5 

1.15 

1.16 

1.1& 

.96 

.SI) 

850 
781 
748 
7OT 

51.5 
48 

47.5 
A  40. 6 



10.0 
7.4 

G.9 

1.21 

Ckvdaiid.  Ohio 

Tiiiedfi,  Ohl»>. »,.*...,. 

730       4ft 
m       47.5 
&.%  A29.S 

1.23 
1.27 

WhlHriff.  Ind 

7M    A  37 

l,l^ 

Artimt  roMlu  *..^.. 

WJTj    ,,I.,,I.[ 

ti-j-t 

' 

.77 

MISSISSIPPI  AND  LOUISIANA. 


IMttsburg,  Pa 796       .'iO.  5     22. 5 

Ch-veland.  Ohio 724  1    47      |  19 

Tolrdo,  Ohio I  (>55  |    46. 6  ,  18. 5 

Whiting.  Ind '  529  ,  A28       

Actual  route 632  , j 


1.27 
1.30 
1.42 
1.06 


Pittsburg,  Pa 

(Mevoland,  Ohio  . . 

ToKmIo,  Ohio 

Whiting,  Ind 

Actual  route. 


JACKMON  (MISS.). 


992 
923 
W.2 
729 


57.5  I  13.5  I 
M  .10  i 
53.5       9.5  , 


I 


1.16 
1.17 
1.24 
1.21 


GREENVILLE, 


958 

36.5 

13.5 

880 

83 

10 

811 

32. 5 

9.5 

678 

i^ 

0.76 
.75 
.80 


MERIDIAN. 


_     _L_    .  ■ 

VICK8BUR(}. 


947       57.5 
878  I     54 
845  ;     53.5 
722    A:IS.2 
973' 


19.3 
15.8 

15.3  : 


1.21 
1.23 
1.27- 
1.06 
.79 


BATON   ROUOK. 


Pitt>5hurg,  Pa 1.027 

Cleveland,  Ohio !    919 

Toledo,  Ohio |    880 

Whiting,  Ind 748 


36.5 

13.5 

0.71 

1,160 

36.5 

13.5 

33 

10 

.70 

1,090 

3J 

10 

32. 5 

9.5 

.74 

,1.026 

32,5 

9.5 

<'2:i 

.61 

.     893 

<'23 

0.63 
.61 


.62 


880 
811 
750 
617 


53.6 
50 
49.5 
B43.25 


10.25 
6.75 
6.25 


1,090 

1,021 

957 

824 


6.5 


32.5 
C23 


13.5 
10 
9.5 


1,143 

1,074 

1,041 

912 


36.6 


82.5 
€28 


13.6 
10 
9.5 


1.22 
L2S 
1.32 
1.40 


0.67 


.6S 
.56 


NSW  ORLEANS. 


0.64 
.61 
.68 
.SO 


BOUTH   CENTRAL  STATES. 
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Section  19.  Effect  of  these  discriminations — monopoly. 

The  differences  in  oil  rates  between  Whiting  and  other  refining 
points  on  shipments  into  most  parts  of  the  South  have  enabled  the 
Standard  Oil  Company  almost  completely  to  destroy  competition  from 
other  northern  refiners.  As  already  stated,  the  average  difference  in 
rates  between  Whiting  and  Toledo  has  certainly  been  more  than  10 
cents  per  hundred  pounds.  This  is  equal  to  about  five-eighths  of  a  cent 
per  gallon.  Independent  refiners  can  live  with  a  profit  of  one-fourth 
cent  per  gallon  on  refined  oil,  and  consider  one-half  cent  per  gallon 
liberal  return  on  their  investment  in  refining  plants.  The  Standard 
Oil  Company  could  make  a  large  profit  in  the  South  at  prices  which 
would  leave  absolutely  no  profit  to  independents. 

It  is  not  remarkable,  therefore,  that  the  Standard  Oil  Company  has 
almost  a  complete  monopoly  of  the  sale  of  refined  oil  and  naphtha  in 
the  Southern  States.  The  investigation  of  the  Bureau  showed  almost 
no  points  east  of  the  Mississippi  River  and  south  of  the  Ohio  and  the 
Potomac  in  which  the  independent  refiners  were  selling  oil,  except 
parts  of  Kentuck}'^  and  a  strip  along  the  Atlantic  seaboard. 

Having  thus  obtained  a  virtual  monopoly,  partly  through  the  dis- 
criminating railroad  rates  and  partly  through  other  methods  of  com- 
petition, the  Standard  Oil  Company  is  able  to  make  profits  in  the 
southern  territory  which  enormously  exceed  the  mere  difference  in 
freight  rates  which  it  enjoys.  The  prices  of  oil  and* naphtha  in  almost 
all  parts  of  the  South  are  exceedingly  high,  even  after  making  allow- 
ance for  freight  charges.  In  large  areas  they  are  from  2  to  4 
cents  per  gallon  higher  than  in  certain  northern  points  where  com- 
petition is  active,  after  taking  into  account  the  difference  in  freight 
rates. 

The  following  extract  from  a  letter  from  C.  T.  Collings,  vice- 
president  of  the  Standard  Oil  Company  of  Kentucky,  with  regard  to 
the  price  of  oil  in  a  southern  town,  is  highly  significant  in  this  con- 
nection. The  letter  is  addressed  to  a  special  agent  of  the  Standard 
Oil  Company  at  Atlanta,  Ga.,  under  date  March  8,  1904.  It  refers  to 
dealings  of  this  special  agent  with  a  man  named  Hitchcock,  at  Bremen, 
Ga.     Mr.  Collings  says  in  part: 

You  must  bear  in  mind  one  point,  i.  e. :  if  this  party  Hitchcock  is  able  to  do  some 
little  business  in  oils  and  has  a  nucleus  of  trade,  it  might  occur  to  him  to  write  the 
Red  C  Oil  Company  or  some  of  the  Toledo  concerns  and  get  prices  in  carloads, 
and  on  tliat  basis  he  could  lay  oil  down  in  Bremen  or  Tallapoosa  at  about  4  cents 
per  gallon  less  than  your  present  markets  at  tliese  points,  as  you  of  course  under- 
stand these  markets  are  not  carried  on  a  basis  equal  to  the  competing  refiner's  cost 
plus  the  carload  rate  of  freight.  On  this  l)asis  lie  would  have  a  nice  margin  to  work 
on  in  making  up  a  carload.  It  is  just  a  cjuestion  of  policy  whether  to  continue  along 
with  this  party  and  let  him  handle  a  few  barrels  of  oil  on  jobber's  commission  to 
avoid  any  pos.sible  trouble  with  carload  competition.  This  question,  however,  I  am 
willing  to  leave  to  the  judgment  of  yourself  and  Mr.  Murdoch. 
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This  letter  show8  that  independent  refining  concerns  at  Toledo,  even 
after  paying  freight  rates  about  five-eighths  of  a  cent  per  gallon  higher 
than  the  rates  charged  the  Standard  Oil  Company,  could  yet  have  sold 
oil  in  these  southern  towns  for  about  4  cents  per  gallon  less  than  the 
Standard  Oil  Company  was  getting.  The  profit  of  the  Standard  Oil 
Company  was,  therefore,  more  than  4^  cents  per  gallon,  or  at  least 
ten  times  as  much  as  a  reasonable  profit. 

Such  figures  as  these  show  that  the  importance  of  railway  dis- 
crimination, at  least  in  the  oil  business,  is  by  no  means  mep^ured  by 
the  mere  differences  of  rate.  By  relieving  the  Standard  of  loss  when 
it  chooses  to  depress  prices  to  a  point  which  is  ruinous  under  the  con- 
ditions imposed  on  Its  competitors,  the  railroads  give  it  absolute  con- 
trol of  the  field;  and,  having  control,  it  raises  prices  far  higher  than 
it  could  raise  them  if  its  competitors  could  meet  it  on  equal  terms. 

It  is  interesting  to  note  that  the  low  rates  which  the  Standard  Oil 
Company  has  for  years  enjoyed  on  shipments  from  Whiting  into  the 
South,  by  reason  of  the  secret  Evansville  and  Grand  Junction  rates, 
are  not  lower  than  the  rates  which  it  was  paying  to  many  of  the  same 
destinations  some  years  before  the  establishment  of  the  Whiting  plant. 
At  that  earlier  time  special  rates  per  car  on  oil  in  tank  cars  were  made 
from  Cincinnati  and  Louisville  which  were  much  lower  than  the  rates 
on  oil  in  barrels.  Prior  to  the  passage  of  the  Interstate  Commerce 
Act,  in  1887,  some  at  least  of  these  tank-car  rates  were  secret.  After 
that  act  was  passed  they  were  made  open  rates,  but  they  nevertheless 
constituted  a  serious  discrimination,  because  at  that  time  the  Standard 
made  relatively  much  greater  use  of  tank  cars  than  its  competitors, 
and  because  the  railroads  limited  the  weight  of  cars  which  would  be 
taken  for  independents  at  these  flat  carload  rates,  while  not  enforcing 
similar  restrictions  on  the  Standard. 

It  is  not  the  purpose  of  the  present  report  to  deal  in  detail  with 
conditions  which  no  longer  exist.  It  is  worth  while,  however,  to 
illustrate  the  impoilance  of  these  earlier  discriminations  by  a  few 
examples. 

The  table  on  the  following  page  shows  the  rates  charged  by  the  Cin- 
cinnati, New  Orleans  and  Texas  Pacific  Railway  from  Cincinnati  to  lead- 
ing points  in  the  South  on  oil  in  tank  cars  and  in  barrels,  carloads, 
during  1887  and  1888.  The  tank-car  rate  has  been  reduced  to  a  basis 
of  cents  per  hundred  pounds  on  the  assumption  that  the  average  tank 
car  at  that  time  would  contain  100  barrels,  and  on  the  assumption  of 
the  present  arbitrary  weight  adopted  by  the  railroad  companies  of 
320  pounds  per  barrel.  At  that  time  the  arbitrary  weight  most  fre- 
quently used  was  315  pounds  per  barrel. 
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RATES  FROM  CINCINNATI  ON  OIL  IN  TANK  CARS  AND  IN  BARRELS.  1887. 


From  Cincinnati  to— 


Per  ear. 


Lexington,  Ky 

Chattanooga,  Tenn . . 

Atlanta,  Ga 

Birmingham,!  Ala 


In  tank  carN. 


926.00 
60.00 
61.  HO 
60.00 


In  bar- 

1^,7'?:  loads.  PIT 
hund?:id   ^^^^^^ 


{Ktunds. 

Cents. 
8.1  ' 
15.6 
19.3 

18.8  ; 


pounds. 

Cents. 
13 
33 
46 
47 


From  Cincinnati  to- 


Meridian,  Miss 

Vicksburg,  Miss 

Knoxville,  Tenn .... 
Montgomery,  Ala  ... 


In  tank  cars. 

Per  car. 

Equiva- 
lent per 
hundred 
pounds. 

CenU. 

980.00 

18.8 

60.00 

18.8 

50.00 

15.6 

112.00 

85 

In  bar- 
rels, car- 
loads, per 
hundred 
pounds. 


OoUm. 
45 
34 
8S 

47 


It  will  be  seen  from  this  table  that  the  shipper  of  barrels  was 
charged  from  about  65  to  over  160  per  cent  more  than  the  shipper  in 
tank  cars.  It  was  shown  in  this  case,  moreover,  that  George  Rice, 
an  independent  refiner,  who  shipped  usually  in  barrels,  was  unable  to 
obtain  from  sevQral  railroad  companies  quotations  of  rates  on  oil  in 
tank  cars,  or  could  obtain  them  only  with  the  greatest  difficulty.  In 
some  cases  these  southern  railroads  made  statements,  either  in  their 
tariflFs  or  in  letters  to  Mr.  Rice,  that  the  tank-car  rate  would  apply 
only  to  cars  of  limited  weight,  and  that  additional  charges  would  be 
made  for  heavier  cars;  but,  as  a  matter  of  fact,  on  the  shipments  by 
the  Standard  Oil  Company  and  the  Waters  Pierce  Oil  Company  (an 
affiliated  concern)  the  rates  were  almost  invariably  applied  regardless 
of  weight. 

At  the  time  when  these  low  tank-car  rates  from  Cincinnati  were  in 
force  the  Standard  Oil  Company  shipped  into  the  South  largely  from 
Cleveland.  The  rate  on  oil  from  Cleveland  to  Cincinnati  in  1887  was 
8i  cents  per  hundred.  Adding  this  rate  to  the  rates  from  Cincinnati 
south  (reduced  to  cents  per  hundred)  the  following  comparison  may 
be  made  between  the  rates  paid  by  the  Standard  in  1887  and  the  nites 
paid  from  Whiting  in  1904: 

RATES  ON  OIL  IN  TANK  CARS  FROM  CLEVELAND,  1887.  AND  FROM  WHITING,  1904,  TO 

POINTS  IN  THE  SOUTH. 
[Rntos  in  cents  per  hundred  pounds.] 


To- 


Lexington,  Ky 

Chattanooga,  Tenn . 

Atlanta,  Ga 

Birmingham,  Ala... 

Meridian,  Mia.s 

Vicksburg,  Miss 

Knoxville,  Tenn  ... 
Montgomery.  Ala... 


Rate  from  I  Kate  from 
Cleveland,  I  Whiting, 
1887.        I       1904. 


It  appears  therefore  that  the  discrimination  in  favor  of  Whiting  has 
been  merely  a  continuance  of  the  discrimination  formerly  enjoj^ed  by 
the  SUindard  from  Cleveland,  the  Whiting  rates  being  in  fact  on  the 
average  higher. 
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VI.  GOMPABISON  OF  PRESENT  OPEN  BATES  FROM  WHITING  AND 
COMPETING  REFINING  POINTS  TO  THE  SOUTH. 

Section  20.  Comparison  of  rates  and  distances. 

While  the  secret  rate  of  13  cents  from  Whiting  to  Grand  Junction 
and  the  secret  rates  of  8i  cents  and  6  cents  from  Whiting  to  Evans- 
ville  have  been  abolished,  the  published  tariff  rates  from  Whiting  to 
most  points  in  the  South  reached  by  combination  rates  based  on  the 
Ohio  River  are  still  relatively  somewhat  lower  than  the  rates  from 
competing  refining  points.  These  differences  in  favor  of  Whiting  arise 
from  the  fact  that  the  tariflf  rates  from  Evansville  and  Louisville  to 
the  South  are  in  most  cases  4i  cents  per  hundred  pounds  lower  than 
the  rates  to  the  same  points  from  Cincinnati,  which  is  the  natural 
gateway  of  independent  refiners.  On  the  other  hand,  the  rate  from 
Whiting  to  all  Ohio  River  gateways — 11  cents  per  hundred  pounds — 
is  only  1  cent  above  the  I'atc  from  Toledo  to  Cincinnati,  one-half  cent 
above  the  rate  from  Cleveland  to  Cincinnati,  and  3  cents  below  the  rate 
from  Pittsburg  to  Cincinnati.  If  the  refiners  at  Toledo,  Cleveland,  and 
Pittsburg  seek  to  make  use  of  Louisville  or  Evansville  as  gateways, 
they  find  their  rates  to  those  points  increased  so  as  to  leave  no  advan- 
tage. The  rates  from  Toledo,  Cleveland,  and  Pittsburg,  respectively, 
to  Louisville  are  4i  cents  per  hundred  pounds  above  the  rates  to  Cin- 
cinnati, making  the  through  rates  to  points  in  che  south  the  same 
whether  Cincinnati  or  Louisville  be  chosen  as  the  gateway.  The  com- 
parative rates  from  Whiting  and  competing  refining  points  to  Ohio 
River  crossings  have  already  been  more  fully  discussed  in  Chapter  IV. 

By  reason  of  the  diflferential  of  4^  cents  per  hundred  pounds  between 
Evansville  and  Louisville  on  the  one  hand  and  Cincinnati  on  the  other. 
Whiting  has,  after  taking  account  of  the  diflferences  between  the  rates 
from  Whiting  and  from  competing  points  to  the  Ohio  River  crossings, 
the  following  differentials  in  its  favor  on  shipments  to  most  southern 
destinations:  As  against  Toledo,  3i  cents  per  hundred  pounds;  as 
against  Cleveland,  4  cents;  as  against  Pittsburg,  7^  cents.  In  the 
case  of  Nashville  there  is  a  somewhat  greater  advantage  in  favor  of 
Whiting,  by  reason  of  the  especially  low  rate  from  Evansville  to 
Nashville,  already  referred  to  (see  page  285).  The  present  rate  from 
Whiting  to  Nashville  is  23  cents,  as  compared  with  27  cents  from 
Toledo,  29i  cents  from  Cleveland,  and  34^  cents  from  Pittsburg.  The 
same  rates  apply  to  Clarksville,  Tenn. 

The  table  on  page  306  illustrates  these  diff'crences  in  rates.  It 
includes  two  leading  destinations  in  Tennessee  and  one  each  in 
Georgia,  Alabama,  North  Carolina,  and  South  Carolina.  These  desti- 
nations are  fairly  typical  of  most  of  the  points  in  the  several  States 
with  respect  to  oil  rates.  For  convenience  the  rates  to  Jackson,  Miss., 
New  Orleans,  and  Mobile  are  also  given,  though  the  rates  to  these 


806 


TRANSPOETATION  OF  PETROLEUM. 


points  from  Whiting  are  not  based  on  the  Ohio  River  combinations, 
but  are  through  rates,  and  although  they  have  been  more  fully 
described. 

COMPAMSON  OP  OIL  RATES  FROM  PITTSBURG,  PA.,  CLEVELAND   AND  TOLEDO,  OmO, 
AND  WHITING.  IND.,  TO   SOUTHERN  POINTS,  1906. 

[Rates  in  effect  April  1, 1906;  ccnt«  per  hundred  pounds.] 
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Confining  attention  to  the  first  six  points  covered  by  the  table, 
which  are  reached  by  rates  based  on  the  Ohio  River  combination,  it 
will  l)e  seen  that  the  rates  per  ton  per  mile  from  Whiting  are  from  2 
to  20  per  cent  lower  than  the  rates  from  Toledo,  Cleveland,  and  Pitts- 
burg, with  the  exception  of  Birmingham,  Ala.,  which  is  considerably 
nearer  to  Whiting  than  to  the  other  points.  Broadly  speaking,  it  may 
be  said  that  the  rates  from  Whiting,  as  judged  by  relative  distances, 
are  not  greatly  out  of  line  with  the  rates  from  the  other  refining  points 
on  shipments  to  most  points  in  the  western  part  of  Tennessee,  to 
points  other  than  ''Mississippi  Valley  points"  in  Mississippi,  and 
to  most  points  in  Alabama,  Whiting  being  somewhat  nearer  to  these 
places  than  Toledo,  Cleveland,  and  Pittsburg  are.  But  the  rates  from 
Whiting  to  points  farther  oast,  including  eastern  Tennessee,  Georgia, 
North  Carolina,  and  South  Carolina,  are  also  lower  than  the  rate^  from 
the  competing  refineries,  notwithstanding  the  fact  that  Whiting  is  as 
far  or  farther  from  these  points  than  the  competing  refineries. 

A  more  comprehensive  view  of  the  relative  rates  still  existing  to 
southern  points  may  be  obtained  from  the  following  table,  which 
includes  25  leading  towns  of  the  South.  For  the  sake  of  brevity  and 
clearness,  only  the  rates  from  Toledo  are  compared  with  the  rates  from 
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Whiting,  but  essentially  the  same  situation  holds  true  with  respect  to 
the  rates  from  Cleveland.  Cleveland  takes  imiformly  a  rate  to  these 
points  one-half  cent  higher  than  Toledo  does,  and  is  only  43  miles 
farther  distant. 

COMPARISON  OF  OIL  RATES  FROM  WHITING,  IND.,  AND  FROM  TOLEDO.  OHIO,  TO 
SOUTHERN  POINTS,  MADE  ON  COMBINATION  OF  RATES  VIA  OHIO  RIVER  GATEWAYS, 
1906. 

[Rates  in  effect  April  1, 1906;  cents  per  hundred  pounds.] 
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It  will  be  seen  from  this  tublc  that  the  rates  from  Whiting  are 
lower  per  ton  per  mile  than  the  mtes  from  Toledo  on  shipments  to  3 
of  the  4  towns  named  in  Kentucky,  to  3  of  the  4  towns  in  Tennessee, 
to  1  of  the  2  towns  in  Mississippi,  to  3  of  the  4  towns  in  A  nlmma,  to 
all  the  5  towns  in  Georgia,  and  to  all  the  6  towns  in  North  Carolina 
and  South  Carolina.  In  other  words,  to  all  hut  4  of  the  25  towns  in 
the  table,  which  are  well  distributed  throughout  the  South,  the  rates 
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from  Whiting  are  lower  in  proportion  to  distil  nee  than  the  rates  from 
Toledo.  The  differences  are  especially  marked  with  respect  to  the 
large  cities  of  Chattanooga,  Knoxville,  Atlanta,  and  Augusta.  All 
these  points  are  nearer  to  Toledo  than  to  Whiting;  but  the  mtes  are 
3i  cents  higher  from  Toledo  than  from  Whiting. 

Section  21.  Unreasonableness  of  present  rate  adjustment. 

These  disparities  in  rates  may  doubtless  be  attributed  partly  to  the 
action  of  the  lines  leading  from  the  northern  refineries  to  the  Ohio 
River  and  partly  to  the  action  of  the  lines  south  of  the  Ohio  River. 

The  chief  traffic  official  of  a  Ic^ing  southern  line  stated  as  an  explana- 
tion of  the  difference  between  the  rates  from  Cincinnati,  on  the  one 
hand,  and  from  Louisville  and  Evansville,  on  the  other,  that  these  rates 
were  established  man}'  yeai*s  ago  with  a  view  to  putting  the  railroads 
leading  south  from  Louisville,  in  particular,  in  a  position  to  obtain  a 
part  of  the  traffic  as  against  the  railroads  leading  south  from  Cincin- 
nati; that  is,  in  order  to  eciualize  the  differential  of  4^  cents  existing  in 
favor  of  Cincinnati  as  against  Louisville  in  rates  on  oil  from  the  east- 
ern refineries.  He  stated  further  that  there  had  been  no  complaint 
regarding  the  rate  adjustment  recently,  and  therefore  it  had  been 
allowed  to  remain  in  effect. 

It  is  obvious  that  the  adjustment  of  rates  was  fair  enough  at  the 
time  when  all  the  oil  moving  into  the  South  was  shipped  from  points 
in  Ohio  or  farther  east.  Louisville  is  more  distant  from  these  refining 
points,  like  Cleveland  and  Pittsburg,  than  Cincinnati  is,  and  it  was 
natural  that  the  rate  from  these  points  to  Louisville  should  be  higher 
than  to  Cincinnati;  so  it  was  proper  that  the  rates  from  Louisville 
south  should  be  corresponding!}-  lower  than  the  rates  from  Cincin- 
nati. The  reason  for  this  rate  adjustment,  however,  wholly  disap- 
peared when  the  great  refinery  at  Whiting  was  established.  It  is  no 
longer  necessary  that  Louisville  and  Evansville  should  be  given  lower 
rates  than  (Mncinnati  on  oil  shipments  to  the  South  in  order  to  enable 
the  railroads  leading  from  them  to  compete  with  the  railroads  leading 
from  Cincinnati,  because,  as  already  shown,  the  rate  from  Whiting  to 
Louisville  and  Evansville  is  practicalh'  as  low  as  the  rates  from  Cleve- 
land and  Toledo  to  Cincinnati. 

As  a  matter  of  fact,  rates  into  the  entire  South  on  most  commodities 
were  at  one  time  lower  from  Louisville  than  from  Cincinnati,  the 
latter  having  no  direct  railroad  connection  with  Chattanooga.  When 
the  Cincinnati  Southern  (now  Queen  and  Crescent)  was  built,  however, 
the  rates  from  Cincinnati  and  Louisville  were  made  ec^ual,  so  far  as 
shipments  to  points  east  of  Alabama  ai'e  concerned,  but  on  oil  the  old 
differential  exists  even  to  that  territory,  despite  the  changed  conditions. 
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It  ha8  already  been  .shown  in  section  18  that  on  classified  articles 
the  rates  from  Whiting  into  most  parts  of  the  South  are,  on  the  aver- 
age, about  the  same  a.s  the  rates  from  Toledo,  Cleveland,  and  even 
Pittsburg.  The  conspicuous  diflferences  in  the  present  open  rates  on 
oil  are  clearly  the  result  of  discrimination,  for  the  principle  of  com- 
modity rate  making,  that  of  equalizing  competitive  conditions,  cer- 
tainly can  not  explain  a  deviation  from  the  basis  of  class  rates  in  the 
direction  in  which  the  oil  rates  have  actually  deviated.  Instead  of  a 
difference  in  favor  of  Whiting  of  usually  3^  cents  over  Toledo,  Scents 
over  Cleveland,  and  7i  cents  over  Pittsburg,  normal  railroad  practice 
would  make  the  rates  on  oil  from  all  four  refining  centers  to  most 
southern  territory  precisely  the  same.  The  discrimination  is  a  great 
and  obvious  one. 

Vn.  DISCBIMINATIONS  IN  FAVOR  OF  THE  STANDARD  BEFINEBY 
AT  PABKEBSBUKG,  W.  VA. 

Section  22.  Comparison  with  rates  from  Marietta  and  other  competing 
refining  points. 

The  published  rates  on  oil  from  the  Standard  Oil  Company's  refinery 
at  Parkersburg,  W.  Va.,  to  most  parts  of  the  South  have  been  rela- 
tively much  lower  than  the  rates  from  competing  refining  points.  This 
difference  in  rates,  however,  has  at  least  for  a  considerable  number  of 
years  been  a  matter  of  comparativeh'  little  importance,  because  of  the 
small  output  of  the  Parkersburg  refinery  and  the  limited  area  into 
which  the  greater  part  of  its  shipments  have  been  made.  As  shown  on 
the  map  at  page  245,  during  1904  the  shipments  from  Parkersburg 
were  mainly  to  points  in  West  Virginia.  The  Bureau  has  not  made 
any  special  examination  of  the  rates  into  this  near-by  territory.  The 
Standard  Oil  Company  docs  at  times,  however,  have  occasion  to  make 
shipments  from  Parkersburg  to  greater  distances,  and  it  is  therefore 
worth  while  to  compare  the  rates  to  a  few  of  the  leading  points  in  the 
South  with  the  rates  from  competing  refining  centers. 

The  natural  route  for  shipments  from  Parkersburg  to  southern 
points  lying  toward  the  west  is  by  way  of  Lexington,  Ky.  For  years 
up  to  February  19,  1905,  the  Ikltimore  and  Ohio  Iliiilroad  in  conjunc- 
tion with  the  Chesapeake  and  Ohio  made  a  rate  from  Parkers))urg  to 
Lexington  of  9  cents  per  hundred  pounds,  the  same  as  the  rate  to 
Cintrinnati.  The  oil  i-ates  from  Lexington  to  most  points  in  the  South 
were  3i  cents  lower  than  the  rates  from  Cincinnati,  although  Lexing- 
ton is  only  82  miles  south  of  Cincinnati.  The  rate  of  9  cents  from 
Parkersburg  to  Lexington  was,  morc^over,  relatively  lower  than  the 
rates  from  more  northerly  refining  points  to  Cincinnati.  The  dis- 
tance from  Parkersburg  to  Lexington  is  2()1  miles.  For  the  211  miles 
from  Toledo  to  Cincinnati,  through  a  dcMisolv  populated  country,  the 
H.  Doc.  812.  51>-1 22 
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nite  is  10  cents;  from  Cleveland,  244  miles,  lOi  cents,  and  from  Pitts- 
burg, 313  miles,  14  cents.  Parkersburg,  therefore,  had  a  double  and 
unreasonable  advantage  over  these  northern  refining  points  on  ship- 
ments to  the  South. 

The  rate  of  1>  cents  to  Lexington  was  applicable  only  on  business 
going  beyond.  The  local  rate  from  Parkersburg  was  12i  cents.  This, 
however,  is  entirely  out  of  line  with  the  rates  from  northern  refining 
points— Toledo,  for  example,  having  to  pay  20  cents  to  reach  Lexington, 
a  distance  of  293  miles. 

Marietta,  Ohio,  is  the  seat  of  two  refineries  independent  of  the 
Standard  Oil  Company.  It  is  only  12  miles  from  Parkersburg  on  the 
other  side  of  the  river.  Marietta,  however,  has  not  had-the  advantage 
of  the  special  rate  of  9  cents  to  Lexington,  but  has  had  to  pay  the  same 
rate  to  Cincinnati,  whence,  as  already  stated,  the  rates  to  the  South 
were  3^  cents  higher  than  from  Lexington,  in  most  cases.  It  cost 
Marietta  refiners  19  cents  to  get  to  I^exington  proper,  while  the  rate 
from  Parkersburg  was  only  12^  cents  on  oil  for  local  consumption. 

Parkersburg  has  also  enjoyed  exceptional  rates  on  oil  for  the  south- 
east by  way  of  Virginia  gateways.  Thus  the  rate  from  Parkersburg 
to  Charleston,  S.  C,  is  35i  cents,  while  it  is  48i  cents  from  Marietta. 
Similar  differences  exist  with  respect  to  all  points  on  the  South 
Atlantic  seaboard,  as  well  as  to  some  junction  points  in  Virginia. 

The  advantage  which  Parkersburg  has  enjo3^ed  with  respect  to  oil 
shipments  is  not  only  not  justified  by  the  differences  of  distance,  but 
does  not  correspond  in  any  way  to  the  adjustment  of  rates  on  other 
commodities.  The'tible  below  compares  the  oil  rates  and  the  class 
rates  from  Parkersburg,  Mariettii,  Toledo,  Cleveland,  and  Pittsburg 
to  a  number  of  leading  points  in  the  South.  The  basis  of  class  rates 
is  the  same  as  in  other  tables  of  this  chapter.  Through  rates  on  the 
sixth  class  of  the  Southern  Classification  are  made  from  Pittsburg  to 
some  points,  and  are  used  for  comparison;  from  Parkersburg  and  the 
other  refining  points  the  local  fifth-class  rates  (Official  Classification)  to 
Lexington,  Cincinnati,  Louisville,  or  Virginia  cities  are  combined  with 
the  sixth-class  (Southern)  rates  beyond  those  junctions;  though  to  Mem- 
phis, Vicksl>urg,  and  Mobile  through  sixth-class  rates  are  made  from 
all  these  points  of  origin.  The  advantage  of  Parkersburg  over  com- 
peting points  as  measured  by  comparison  with  class  fates  is  computed 
in  the  same  manner  as  in  similar  tables  presented  elsewhere.  It  will  be 
seen  by  an  examination  of  this  table  that  the  oil  rates  from  Parkers- 
burg are,  as  against  Marietta,  from  2^  to  4  cents  more  favorable  than 
the  tifth-sixth  class  raters  to  most  points,  the  usual  difference  being  3i 
cents,  and  from  9  to  13  ccMits  more  favorable  to  points  on  the  Atlantic 
coast.  While  the  rates  from  Marietta  are  in  many  cases  lower  than 
the  class  rates,  the  difi'erence  is  much  less  than  from  Parkersburg. 
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Toledo  takes  the  same,  or  nearly  the  same,  rates  on  classified  arti- 
cles as  Parkersburg,  but  has  had  to  pay  usually  5  or  5i  cents  more 
than  Parkersburg  on  oil.  The  advantage  of  Parkersburg  over  Cleve- 
land on  oil  rates  as  compared  with  class  rates,  is  in  most  cases  5i  or  6 
cents  per  hundred  pounds,  and  over  Pittsburg  it  is  usually  about  10 
or  11  cents. 

It  is  improper  to  lay  too  much  stress  upon  these  rate  diflFerences  in 
favor  of  Parkersburg,  for  the  reason  that,  as  already  stated,  Parkers 
burg  has  not  for  some  years,  and  probably  has  never,  shipped  oil  in 
very^  large  quantities  to  points  at  any  considerable  distance. 
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Vm.  RULES  OF  SOUTHERN  RAILWAYS  REGARBINa  OIL  TRAFFIC. 

Section  23.  Less-than-carload  rates,  and  restriction  on  the  use  of  mixed  car- 
loads. 

The  rates  on  oil  made  by  the  southern  railways  are  relatively  very 
much  hiorher  on  part  airloads  than  on  full  carloads.  The  difference  in 
this  respect  in  the  southern  territory  is  greater,  for  example,  than  in 
the  western  territory.  Oil  in  less  than  carloads  is  handled  at  third- 
class  rates,  while  oil  in  carloads  is  sixth  class  where  class  rates  apply, 
and  the  commodity  rates  on  oil  in  carloads  are,  since  the  withdrawal 
of  the  low  secret  rates,  approximately  the  same  as  sixth-class  rates. 
Under  the  Western  Classification,  on  the  other  hand,  oil  in  less  than 
carloads  is  third  class  and  in  carloads  fifth  class.  For  reasons  already 
stiggestcd  in  Chapter  I,  the  independent  refiners  are  compelled  to  make 
relatively  greater  use  of  long-distance  less-than-carload  shipments 
than  the  Standard  Oil  Company,  so  that  this  excessive  difference 
between  carload  and  less-than-carload  rates  injures  them  to  some  extent. 

This  disadvantage  encountered  by  the  independent  refiners  is  enhanced 
by  the  fact  that  most  of  the  southern  railroads  refuse  to  accept  mixed 
carloads  containing  barrels  both  of  refined  oil  and  of  gasoline.  The 
Southern  Classification  itself  provides  that  mixed  carloads  will  be 
taken  at  carload  rates,  but  several  of  the  leading  lines  have  exceptions 
to  this  rule.  They  all  permit  the  placing  in  a  single  car  of  barrels  con- 
taining different  kinds  of  refined  oil,  lubricating  oil,  etc.,  but  do  not 
permit  benzine  or  gasoline  to  be  carried  in  the  same  cars.  This 
restriction  is  expressed  by  the  Louisville  and  Nashville,  for  example, 
in  the  following  language: 

Rates  shown  herein  will  apply  on  straight  <!arloa<ls  of  petroleum,  benzine,  gasoline, 
and  paraffin,  but  will  not  apply  on  niixe<l  carloads  consisting  partly  of  naphtha, 
benzine,  or  gasoline,  and  partly  of  relined  coal  oil. 

The  words  ''refined  coal  oil"  in  this  note  are  evidently  intended  to 
include  lubricating  oils  as  well  as  illuminating  oils. 

It  can  readily  be  seen  that  in  a  considerable  number  of  cases  a 
shipper  might  be  able  to  find  a  market  at  a  given  southern  point  for 
enough  naphtha  or  f^asoline  and  refined  oils,  taken  together,  to  make 
up  a  carload,  whereas  he  would  find  more  difficulty  in  selling  a  carload 
of  refined  oil  alone,  and  still  more  diflSculty  in  selling  a  carload  of 
naphtha  or  gasoline  alone.  This  diflSculty  would  naturally  be  much 
more  serious  in  the  case  of  small  shippei's  than  in  the  case  of  the 
Standard  Oil  Company. 

None  of  the  northern  lines  make  any  such  restrictions  with  regard 
to  oil  shipments,  and  there  appears  to  be  no  adequate  reason  why  the 
southern  lines  should  do  so.  The  reason  assigned  by  them  is  that  the 
risk  of  fire  is  increased  by  the  presence  of  naphtha,  but  this  is  cer- 
tainly not  a  consideration  of  much  importance,  as  experienced  railroad 
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officers  have  testified  that  the  loss  from  fire  arising  from  the  trans- 
portation of  petroleum  products  of  any  kind  in  any  kind  of  container 
is  very  small.  The  risk  of  tire  in  case  of  a  serious  collision  or  derail 
ment  is  actually  greater  from  petroleum  products  in  tank  cars  than  in 
barrels,  since  the  latter  may  escape  breakage,  but  the  former  sel- 
dom do. 

In  this  connection  it  may  be  noted  that  the  Standard  Oil  Company 
has  at  various  times  been  permitted  by  the  Southern  Railway  to  ship 
mixed  carloads,  containing  refined  oil  and  gasoline,  at  carload  rates, 
by  way  of  Grand  Junction.  The  tariff  of  the  Southern  Railway, 
which  applies  by  way  of  Grand  Junction,  prohibits  this  practice,  but 
either  by  oversight  or  by  intention  the  Standard  Oil  Company  has 
been  permitted  to  pursue  it  in  a  considerable  number  of  cases,  as  shown 
by  the  records  of  cars. 

The  Standard  Oil  Company  ships  very  large  quantities  of  oil  in  less 
than  carloads  from  its  tank  stations  in  the  South  to  neighboring 
points.  The  records  of  this  large  business  could  not  possibly  be 
examined  by  the  Bureau  to  discover  whether  published  rates  were 
maintained. 


(IIAPTER  VII. 
SOUTHWESTESH  STATES. 

Section  1.  General  statement  of  conditions. 

Until  recently  the  Southwest  has  been  mainly  supplied  with  oil 
from  the  Standard  Oil  Company's  Whiting  plant.  On  shipments 
from  Whiting  into  the  greater  part  of  this  territory  the  Standard  has 
enjoyed  a  great  and  unjust  advantage  over  its  competitors  farther 
east  by  reason  of  secret  rate  combinations.  Railroad  discriminations 
were  sufficient  to  give  the  Standard  Oil  Company  a  virtual  monopoly 
of  the  whole  Southwest  until  competitive  refineries,  which  have  been 
established  in  Texas  and  Indian  Territoty  within*  the  past  two  or  three 
years,  secured  a  moderate  amount  of  business. 

The  territory  covered  by  the  present  chapter  includes  practically 
all  the  region  west  of  the  Mississippi  River  and  south  of  a  line  drawn 
from  St.  Louis  to  Kansas  City  and  thence  irregularly  southwest 
toward  the  coast.  The  conditions  with  respect  to  the  transporta- 
tion of  oil  from  the  East  to  the  Pacific  coast  proper,  including  the 
southwestern  as  well  as  the  northwestern  coast,  have  been  discussed 
in  Chapter  V. 

The  Standard's  refinery  at  Whiting  is  somewhat  nearer  to  this 
southwestern  territory  than  the  rcfinerie^s  of  the  independent  con- 
cerns of  the  Northern  States,  though  the  difference  in  distance  is  by 
no  means  sufficient  to  justify  the  difference  in  rates  which  has  existed. 
The  natural  gateway  into  most  of  this  territory,  both  from  Whiting 
and  from  the  refining  points  farther  east,  is  East  St.  Jjouis. 

The  Standard  Oil  Compan\'  has  had  a  secret  rate  of  6  cents  per 
hundred  pounds  from  Whiting  to  East  St.  Louis  almost  since  the 
establishment  of  the  Whiting  plant  in  1890,  a  rate  altogether  dispro- 
portionate to  the  rates  from  eastern  refining  points.  This  secret  rate 
alone  was  sufficient  to  give  the  Standard  Oil  Company  all  but  a 
monopoly  of  the  southwestern  territory  so  long  as  the  supply  came 
wholly  from  the  North.  Until  within  about  three  years  there  was 
virtually  no  competitive  refining  of  oil  in  the  Southwestern  States 
themselves.  The  Standard  Oil  Company  has  for  some  years  had  a 
plant  at  Neodesha,  Kans.,  but  until  lOO-i  this  shipped  scarcely  any  oil 
outside  of  Kansas.  The  Standard  has  also  for  some  years  controlled 
a  refining  plant  at  Corsieana,  Tex.,  but  this  was  by  no  means  large 
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enough  to  supply  all  the  markets  of  that  State.  AIdi-c  recently  the 
increase  in  oil  production  in  Kansas  and  the  adjacent  territories  has 
led  the  Standard  greatly  to  increase  its  refining  capacity  at  Neodesha, 
and  to  establish  a  large  new  refinery  at  Sugar  Creek,  Mo.,  near  Kansas 
City.  These  plants  are  now  shipping  largely  into  the  Western  and 
Southwestern  States.  Some  small  independent  concerns  also  started 
up  in  Kansas  and  Indian  Territory  during  1904  and  1906,  but  their 
competition  against  the  Standard  Oil  Company  is  not  yet  important. 
In  the  meantime,  about  1903,  there  began  a  great  increase  in  the 
refining  of  oil  in  Texas,  arising  partly  from  the  development  of  the 
crude  oil  fields  in  the  southeastern  part  of  the  State.  The  Standaid 
Oil  Company  is  aflSliated  with  one  of  the  largest  of  the  new  refining 
plants,  that  of  the  Securitj^  Oil  Company,  at  Chaison,  near  Beau- 
mont. There  are  also  several  independent  refineries  in  this  field. 
One  of  them,  that  of  the  Gulf  Refining  Company,  controlled  by  the 
siime  interests  as  the  J.  M.  GufFey  Petroleum  Company,  is  much 
larger  than  either  of  those  controlled  by  the  Standard.  These  con- 
cerns of  the  Standard  Oil  Company  and  of  its  competitors  in  Texas 
are  now  largely  supplying  the  Texas  market  with  refined  oil,  and  are 
also,  to  some  extent,  shipping  into  adjoining  States  and  Territories  of 
the  Southwest.  The  conditions  of  the  transportation  of  oil  in  the 
Southwest  have  therefore  changed  very  materially  during  the  past 
two  or  three  years.  The  special  conditions  arising  from  the  estab- 
lishment of  the  Kansas  refineries  are  discussed  in  Chapter  VIII. 
The  present  chapter  is  concerned  chiefly  with  the  transportation  of 
oil  from  the  northeastern  refineries  into  the  Southwest.  The  quan- 
tity of  oil  so  transported  is  still  enormous,  so  that  the  rate  conditions 
are  still  of  great  importance,  although  the  discriminations  which  have 
been  disclosed  were  relatively  more  importuit  during  earlier  years. 

I.  BATES  TO  EAST  ST.  LOUIS. 

Section  2.  General  8taj;ement. 

One  of  the  most  important  cuvsos  of  discrimination  in  fav^or  of  the 
Stiindard  Oil  Company  during  recent  years  has  been  that  on  ship- 
ments from  Whiting  to  East  St.  Louis.  The  regular  tariff  rate  on  oil 
between  these  points,  as  tiled  with  the  Interstate  Commerce  Coumiis- 
sion,  was  for  years,  until  about  the  close  of  11H)5, 18  cents  per  hundred 
pounds.  The  actual  rate  charged  to  the  Standard  Oil  Company  was  G 
or  fij  cents,  or  one-third  of  the  published  rate.  Officers  of  the  Stand- 
ard admit  that  this  rate  was  |Tiit  into  efl'ect  soon  after  the  Whiting 
refinery  was  opened  in  ISIM). 

These  rates  are  relatively  very  much  lower  than  the  rates  from  inde- 
pendent retiiiing  points.  The  volunio  of  business  shipped  on  them  has 
been   enormous.     The  Standard  Oil  Company  has  made  use  of   the 
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<>-cent  rate  not  merely  on  shipments  destined  to  East  St.  Louis  proper, 
but  on  shipments  destined  to  a  vast  territory  in  the  Southwestern 
States. 

Three  milway  companies  have  made  these  secret  rates  from  Whiting 
to  East  St.  Louis — the  Chicago,  Burlington  and  Quincy  and  the  Chicago 
and  Alton,  which  each  charged  6  cents  per  hundred  pounds,  and  the 
Chicago  and  Eastern  Illinois,  which  charged  6i  cents.  The  reason  for 
this  slight  difference  was  that  the  Chicago  and  Eastern  Illinois  could 
deliver  oil  to  the  Waters  Pierce  Oil  Companj^  a  subsidiar}'^  concern 
of  the  Standard,  at  East  St.  Louis  by  its  own  tracks,  while  the  Stand- 
ard had  to  pay  a  small  additional  switching  charge  to  reach  this  plant 
from  the  tracks  of  the  other  roads.  Hereafter,  for  convenience,  the 
Elast  St.  Ijouis  rate  is  usually  referred  to  as  a  6-cent  rate. 

During  a  part  of  the  period  covered  by  the  investigation  of  the 
Bureau,  the  Chicago  and  Alton  Railroad  had  a  printed  State  tariff 
naming  a  10-cent  i*ate  on  oil  from  Chicago  to  East  St.  Louis,  of  which 
competing  shippers  might  possibly  have  learned  upon  inquiry,  even 
though  it  was  not  filed  with  the  Interstate  Commerce  Commission. 
The  Alton  and  the  other  two  railroads  were,  however,  parties  to  tariffs 
naming  the  18-cent  rate,  and,  at  least  during  part  of  the  time,  even 
the  Alton  had  no  other  published  tariff*  on  oil. 

To  conceal  these  low  mtes  the  Chicago  and  Alton  Railway  used  false 
waybilling,  and  the  Chicago  and  Eastern  Illinois  Railroad  used 
blind  billing.  The  Chicago,  Burlington  and  Quinc}'^  Railway  way- 
billed  the  oil  at  the  6-cent  mte  in  the  usual  manner,  but  the  rate  was 
none  the  less  secret. 

Section  3.  Saving  to  the  Standard  Oil  Company  from  the  secret  East  St. 
Louis  rate. 

The  amount  of  the  direct  saving  to  the  Standard  Oil  Company  by 
the  use  of  these  secret  rates  instead  of  the  published  i-ates  may  be 
computed  with  approximate  accuracy  from  the  records  of  the  railroads. 
For  this  purpose  the  published  rate  is  taken  as  18  cents  per  100 
pounds  for  the  Chicago  and  Eastern  Illinois  and  the  Chicago,  Burling- 
ton and  Quincy  during  the  entire  period.  For  the  Chicago  and  Alton 
the  published  mte  may  more  properly  be  taken,  perhaps,  as  10  cents 
per  100  pounds  up  to  February  1,  11M)4,  and  18  cents  thereafter. 
As  a  matter  of  fact,  the  tariff  of  the  Chicago  and  Alton  naming  the 
10-cent  rate  was  canceled  Februar}^  9,  ilM)4;  but  as  the  available  rec- 
ords do  not  distinguish  the  shipments  of  separate  days  it  is  necessary 
to  assume  that  the  published  tiriff  rate  was  18  cents  during  the  whole 
month  of  Febi-uary. 

The  table  below  shows  very  closely  the  total  weight  of  the  oil 
8hip{)ed  on  the  6-cent  rate  during  the  year  1904,  the  freight  which 
should  have  been  charged,  the  amount  actually  charged,  and  the  dif- 
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ference.  The  weights  for  the  Chicago  and  Alton  and  the  Chicago  and 
Eastern  Illinois  are  taken  from  the  collection  vouchers  or  summary 
bills  rendered  to  the  Standard  Oil  Company  by  those  companies.  In 
the  case  of  the  Chicago  and  Eastern  Illinois  these  bills  for  two  months 
were  missing. 

The  Chicago,  Burlington  and  Quincy  does  not  collect  its  charges 
on  shipments  of  oil  to  East  St.  Ijouis  in  this  manner.  The  weight  of 
the  oil  shipped  during  1904  has  been  computed  by  an  actual  count  of 
the  number  of  cai-s  shipped  during  each  month  and  by  averaging  the 
weight  of  several  hundred  cars  covering  the  shipments  of  four 
months — three  during  1901  and  one  during  1903.  The  total  number 
of  cars  shipped  during  1904  was  1,661.  The  average  weight  of  the 
cai*s  during  the  four  months  selected  was  46,291  pounds.  On  this 
basis  the  total  weight  of  the  shipments  of  1904  would  be  76,889,351 
pounds.  It  should  be  stated  further,  in  explanation  of  the  table,  that 
it  covers  considerable  shipments  to  Granite  City,  a  suburb  of  EJast  St. 
Louis,  which  took  the  same  published  rates  and  the  same  secret  i*ates 
as  East  St.  Louis.  It  also  includes  some  few  shipments  over  the  Chi- 
cago and  Alton  Railway,  at  the  6-cent  rate,  to  Alton,  111.,  to  which 
point  there  was  a  published  rate  of  9  cents;  not,  however,  filed  with 
the  Interstate  Commerce  Commission.  The  exact  amount  of  such  ship- 
ments not  being  known,  they  are  treated  as  though  made  to  East  St 
Louis. 

GAIN  TO  THE  STANDARD  OIL   COMPANY.  DURING  1904,  BY  THE  SECRET  RATE  FROM 
WIIITIN(J  TO  EAST  ST.  LOUIS. 


Shipments  over- 

Weight. 

Ptmnda. 
J      7,4.'i6.C50 
73,701.119 

Pub- 
lished 
rate. 

Caits  per 
cwt. 

10 

18 

Proper 
freight 
charge. 

Actual 
rate  to 
Ea^t  St. 
Louis. 

Actual 
freight 
charge. 

Amount  of 
discrimina- 
tion. 

Chicago  and  Alton  Rwy . . . 

87, 436. 05 
132, 770. 01 

Cents  per 
avt. 

1   • 

6 

$48,718.66 

46,133.61 
28,958.08 

991,488.00 

Chicago,  Burlington    and 
Quincy  Rwv 

81,197,709    !  140.20C..G<) 

76,889.351                 18     138,400.83 

46, 332, 9:)  1   1              18  ,     8:^,399.28 

92,267.22 

Chicago  and  Eastern  Illi- 
nois R.R.  (10  monlii.s)  ... 

54.441.20 

Total 

2O4,420,a')l    :^>2,  WH').  77 

1 

123, 810. 85 

2S8,196.42 



This  table  shows  how  enormous  has  been  the  quantity  of  oil  shipped 
from  Whiting  to  East  St.  Loui.s.  During  190-i  the  total  shipments 
by  the  Standard  on  the  six  cent  rate  (with  the  shipments  for  two 
months  over  one  of  the  railroads  missing)  amounted  to  no  less  than 
204,420,051  pounds,  or  102,210  tons.  The  difference  between  the 
published  and  the  actual  charges  represent  a  discrimination  of  about 
$238,000  in  favor  of  the  Standard  Oil  Company. 

It  was  not  practicable  to  obtain  equally  complete  figures  of  the  ship- 


EAST   ST.  LOUIS   RATE. 


319 


ments  of  other  years,  but  a  partial  examination  of  the  milroad  records 
showed  that  for  several  years  the  shipments  of  oil  from  Whiting  to 
East  St.  Louis  had  been  exceedingly  heavy,  although  perhaps  not 
quite  so  heavy  as  during  1904.  The  Chicago,  Burlington  and  Quincy 
shipped  many  more  cars  from  Whiting  to  East  St.  Louis  in  1903  than 
in  1904.  During  October  1903  alone,  325  cars  of  oil  were  shipped  via 
this  road,  and  in  December  1903,  317  cars.  The  other  two  roads, 
however,  shipped  considerably  less  during  1903  than  during  1904. 

Section  4.  Comparison  of  rate  from  Whiting  to  East  St.  Louis  with  rates 
from  competing  refining  centers. 
The  rate  from  W^hiting  to  East  St.  Louis  was  very  much  more 
favorable  than  the  rates  from  competing  refining  points.  This  may 
be  seen  by  the  following  table,  which  compares  the  rates  and  distances, 
showing  also  the  rates  per  ton  per  mile. 

COMPARISON  OP  OIL  RATES  AND  DISTANCES  TO  EAST  ST.  LOUIS  FROM  WHITING,  IND., 
TOLEDO  AND  CLEVELAND,  OHIO,  PITTSBURG,  PA.,  AND  ROCHESTER,  N.  Y.,  1904. 


From — 


Distance. 

Rate  per 
hundred 
pounds. 

Excess 
over 

Whiting 
rate. 

Mil€«. 

Cents. 

Cetits. 

613 

24.5 

18.6 

622 

19.5 

13.5 

433 

17 

U 

a  281 

a288 

a  34ft 

773 

6 

6.25 
6 
24.6 

18.5 

Rate  per 
ton  per 
mile. 


PittsbuiK  . 
Cleveland. 
Toledo 


WhiUng— 

Over  Chicago  and  Alton 

Over  Chicago  and  Eastern  Illinois 

Over  Chicago,  Burlington  and  Quincy  . 
Rochester,  N.  Y 


OenU. 
0.80 
.75 
.79 

.43 
.48 
.86 
.63 


a  Distance  computed  from  Chicago:  practically  the  same  as  from  Whiting. 

In  judging  the  significance  of  these  wide  differences  in  rates  it 
should  be  borne  in  mind  that  railroads  ordinarily  charge  higher 
rates  per  ton  per  mile  for  short  than  for  long  hauls.  This  tendency  is 
especially  strong  in  respect  to  commodity  rates,  the  general  policy  of 
which  is  to  put  different  shipping  points  more  nearly  on  an  equality 
than  they  would  be  under  class  rates.  Yet  the  rate  per  ton  per  mile 
from  Whiting  to  East  St.  Louis,  even  on  the  shorter  roads,  has  been 
more  than  42  per  cent  below  the  rate  per  ton  per  mile  from  Cleveland, 
and  about  45  per  cent  below  the  rate  per  ton  per  mile  from  Toledo  and 
Pittsburg.  Toledo  is  only  a  little  more  than  50  per  cent  farther  from 
East  St.  Louis  than  Whiting  is  by  the  shortest  route;  yet  the  rate  from 
Toledo  was  nearly  three  times  as  great  as  from  Whiting.  The  rate 
from  Pittsburg  was  more  than  four  times  as  high  as  the  rate  from 
Whiting,  although  Pittsburg  is  not  much  more  than  twice  as  far 
distant. 

If  the  rate  from  Whiting  were  raised  to  8  mills  per  ton  per  mile, 
which  is  about  the  charge  from  the  more  distant  points,  it  would  be, 
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instead  of  6  cents,  more  than  11  cents  per  hundred  pounds.  As  a 
matter  of  fact,  as  soon  as  this  6-cent  rate  was  discovered  b}'  the  Bureau 
of  Corporations,  the  railroads  raised  it  to  10  cents,  which  is  now  the 
published  tariflf;  but  even  this  is  relatively  much  lower  than  the  rates 
from  competing  refineries. 

Expressed  in  terms  of  gallons,  the  rate  from  Whiting  to  Eiast  St. 
Louis  was  7  mills  per  gallon  below  the  rate  from  Toledo,  8.6  mills  per 
gallon  below  the  rate  from  Cleveland,  and  11.8  mills  per  gallon  below 
the  i*ate  from  Pittsburg.  A  half  cent  per  gallon  is  a  fair  profit  from 
refined  oil  on  the  capital  invested  in  a  refinery.  While  Whiting,  by 
virtue  of  its  position,  is  entitled  to  somewhat  lower  rates  than  those 
from  competing  refining  points,  these  differences  are  altogether  exces- 
sive. They  have  enabled  the  Standard  Oil  Company  to  make  a  good 
profit  on  sales  in  St.  Louis  and  in  an  immense  territory  southwest  of 
St.  Louis  at  prices  which  would  leave  no  profit  whatever  to  the  inde- 
pendent refiners. 

These  differences  between  rates  as  compared  with  distances  are  con- 
spicuously shown  on  the  accompanying  map. 

It  may  be  noted  further  that  the  Standard  Oil  Companj'^'s  great 
lubricating  oil  works  at  Rochester,  N.  Y.,  from  which  high-grade 
products  are  shipped  all  over  the  United  States,  are  given  a  relatively 
favorable  rate  to  East  St.  Louis.  The  rate  is  the  same  as  from  Pitts- 
burg, though  the  distance  is  100  miles  greater. 

CoMPAUisoN  OP  OIL  RATES  WITH  CLASS  RATES. — The  cnormous  ad- 
vantage which  the  railroads  have  given  Whiting  on  shipments  to  East 
St.  Louis  exists  with  respect  to  few,  if  any,  other  commodities.  It 
certainly  is  entirely  out  of  line  with  the  relation  of  rates  on  classified 
articles.  It  is  impossible  to  make  a  direct  comparison  between  oil 
rates  and  class  rates  from  Whiting  and  from  other  refining  points 
beciiuse  the  class  rates  from  Toledo,  Cleveland,  and  Pittsburg  to  East 
St.  Louis  fall  under  the  Official  Classification,  while  the  rates  from 
Whiting  fall  under  the  Western  Classification.  It  is  possible,  how- 
ever, to  gain  some  idea  of  what  would  be  a  normal  difference  between 
the  rates  on  oil  by  noting  what  would  be  the  difference  in  rates  on  fifth- 
class  commodities  under  the  practice  of  the  railroads  m  the  North 
Central  States  on  shipments  of  corresponding  distance. 

The  class  rates  of  tlie  railroads  in  the  Central  Freight  Association 
territory,  which  includes  the  territory  east  of  the  Chicago-St.  Louis 
line  and  west  of  the  Pitts])urg-Rutt'alo  line,  are  fixed,  broadlj'  speaking, 
on  a  distance  scale,  which  is  described  on  page  66.  For  the  distance 
from  Whiting  to  East  St.  Louis — 281  miles — the  fifth-class  rate  under 
this  scale  would  be  l-li  cents.  Taking  the  same  scale  as  a  basis  for 
computing  fifth-class  rat<\s  from  Toledo,  Cleveland,  and  Pittsburg,  the 
following  table  is  prepared: 
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COMFARISON  OF  OIL  RATES  TO  EAST  ST.   LOUIS  AND  FIFTH-CLASS  RATES  FOB 
CORRESPONDING  DISTANCES. 

[Rates  in  cents  per  hundred  pounds.] 


From — 


Whtting.. 
ToU'd4»... 
<"  veliind 
Pitts'jtirg. 


DLstAnce. 


MUes. 
281 
433 
522 
613 


Oil  rate. 


6 
17 

19.5 
24.5 


Fifth-class 
rate. 


14.5 
18 
18 
22.5 


Excess  of 
fifth  clam 
over  oil. 


8.5 

1 
-1.5 
-2 


This  table  shows  that  the  oil  rate  from  Whiting  is  8i  cents  less  than 
the  fifth-class  rate  for  the  corresponding  distance  under  the  Central 
Freight  Association  scale,  while  from  Toledo  the  oil  rate  is  only  1  cent 
less  than  the  fifth-class  rate.  From  Cleveland  the  oil  rate  is  1^  cents 
and  from  Pittsburg  the  oil  i*ate  is  2  cents  higher  than  the  fifth-class 
rate  for  corresponding  distances.  As  a  matter  of  fact,  the  actual  fifth- 
class  rate  from  Cleveland  is  19^  cents,  the  same  as  the  oil  rate.  There 
is  no  reason,  in  the  general  principles  of  rate-making,  why  the  oil  rate 
should  be  further  below  the  fifth-chiss  distance  rate  for  Whiting  than 
for  the  other  three  refining  points.  On  the  contrary,  the  principle 
of  commodity  rates,  which  aims  to  put  competing  producers  more 
nearly  on  an  equality,  would,  as  normally  applied,  tend  in  the  opposite 
direction — that  is,  one  might  expect  the  oil  rates  from  Toledo,  Cleve- 
land, and  Pittsburg  to  be  lower,  in  comparison  with  class  rates,  than 
the  o:l  rate  from  Whiting. 

In  explanation  of  the  low  rate  from  Whiting  to  East  St.  Louis,  as 
well  as  of  similar  low  mtes,  elsewhere  described,  to  other  destinations 
in  Illinois  and  Indiana,  the  traffic  manager  of  the  Standard  Oil  Com- 
pany said  that,  not  only  with  respect  to  oil,  but  with  respect  to 
various  other  commodities,  the  railroads  leading  out  from  Chicago, 
which  belong  to  other  systems  than  the  roads  leading  from  the  eastern 
points  under  consideration,  make  it  a  practice  to  name  low  rates  with 
a  view  to  increasing  the  amount  of  their  traffic.  Their  proportions  of 
through  rates  from  eastern  points  to  East  St.  Louis  would  be  low;  and 
they  prefer  to  name  rates  which  will  give  to  Chicago  producers,  on 
whose  shipments  they  may  collect  the  entire  freight  charge,  a  larger 
proportion  of  the  traffic. 

This  argument,  however,  does  not  explain  such  an  exceedingly  low 
rate  as  6  cents  per  hundred  pounds  on  oil.  This  rate  is  Ic^ss,  in  fact,  than 
the  proportions  which  would  accrue  to  the  Chicago  roads  on  oil  hauled 
through  Chicago  to  East  St.  Louis  from  Toledo,  ( leveland,  and  Pitts^ 
burg.  Moreover,  the  railroads  which  connect  the  competing  refining 
points  with  East  St.  Louis  would  not  normally  be  dispos(»d  to  permit 
this  wide  difference  in  rates,  which  almost  com[)letely  destroys  this 
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part  of  their  business.  When  the  roads  from  Chicago  to  Elast  St 
Louis  fixed  the  oil  rate  as  they  did,  the  ordinary  principles  of  railroad 
competition  would  have  led  the  Central  Freight  Association  lines  to 
reduce  their  rates  from  Toledo,  Cleveland,  and  Pittsburg,  so  as  to  get 
traffic  for  themselves  by  permitting  producers  in  those  towns  to  com- 
pete at  East  St.  Louis.  It  is  quite  possible  that  the  eastern  railroads 
did  not  know  of  the  exceedingly  low  rate  from  Whiting. 

Changes  in  rates  to  East  St.  Louis.—  So  far,  in  fact,  from 
reducing  their  rates  to  East  St.  Louis  in  competition  with  the  low  rate 
from  Whiting,  the  Central  Freight  Association  lines  have  raised  their 
rates.  The  following  table  shows  the  changes  which  have  taken  place 
in  the  rates  from  Toledo,  Cleveland,  and  Pittsburg  to  East  St.  Louis 
since  1887: 

CHANGES  IN  RATES  FROM  TOLEDO,  CLEVELAND.  AND  PITTSBURG  TO  EAST  ST.  LOUia 
[Rates  in  cents  per  hundred  pounds.] 


Year. 

From 
Toledo. 

From 
Cleveland. 

From 
Pittsburg. 

Year. 

From 
Toledo. 

From 

From 
Pittsburg. 

1887 

(«) 

16.5 

b20.6 
20 
22.5 

1891 

15 
17 

1888 

1900 

19.5 

24.5 

1889 

14 

17.5 

a  No  oil  rate. 


2>65  cents  per  barrel  In  tank  cars. 


The  advance  in  the  rates  from  Cleveland  and  Pittsburg  in  1889  may 
readily  have  had  some  connection  with  the  establishment  of  the  Whit- 
ing refinery.  The  Standard  Oil  Company  commenced  piping  oil  to 
Whiting  in  1889  and  began  building  its  refinery  in  that  year,  but  the 
refinery  was  not  open  for  business  until  1890.  In  1891  the  rate  from 
Toledo  to  East  St.  Louis  was  advanced  from  14  to  15  cents,  thus 
increasing  the  advantage  of  Whiting.  The  i*ates  then  remained 
unchanged  until  1900,  when  those  from  Cleveland,  Pittsburg,  and 
Toledo  alike  were  advanced  2  cents  per  hundred  pounds.  Mean- 
time there  had  been  no  advance  in  the  rate  from  Whiting,  which, 
almost  from  the  outset,  was  6  cents.  It  is  true  that  the  advance  of 
oil  rates  in  1900  was  made  at  the  same  time  that  the  Central  Freight 
Association  lines  advanced  west-l)ound  rates  on  many  other  com- 
modities, but  in  view  of  the  continuance  of  the  low  rate  from  Whit- 
ing to  East  St.  Louis  they  can  not  be  said  to  have  been  justified  in 
advancing  these  particular  rates  if  they  knew  what  that  rate  was. 

Section  5.  Absorption  of  switching  and  its  effect  on  revenues. 

Not  only  are  the  revenuei;^  from  the  rate  of  6  cents  per  hundred  exceed- 
ingly low  in  themselves,  but  the}'  are  still  further  depleted  by  the 
"absorption''  of  switching  charges.  The  roads  concerned  do  not  them- 
selves reach  Whiting,  and  the  oil  comes  to  them  over  a  switching 
road.  The  Chicago  and  Eastern  Illinois  luis  to  pay  a  switching  charge 
of  $3.50  on  each  car  of  oil,  and  the  Chicago,  Burlington  and  Quincy 
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and  the  Chicago  and  Alton  pay  $5.  These  charges  are  regardless  of 
weight  up  to  60,000  pounds;  above  that  figure  a  slight  addition  is 
made,  graduated  according  to  weight.  In  some  cases,  also,  these  rail- 
roads pay  switching  charges  at  East  St.  Jjouis.  Thus,  the  Chicago, 
Burlington  and  Quincy,  on  many  cars  turned  over  to  the  Big  Four  at 
East  St.  Louis  for  delivery  to  the  Waters  Pierce  Oil  Company,  pays 
a  switching  charge  of  $1  per  car,  while  on  some  oil  delivered  to  manu- 
facturing plants  in  the  vicinity  of  East  St.  Louis  the  switching  charge 
amounts  to  $2  or  $3  per  car. 

Disregarding,  however,  the  absorptions  of  switching  at  East  St. 
Louis,  and  taking  account  only  of  that  from  Whiting,  the  net  revenue 
remaining  to  the  railroad  companies  for  their  actual  haul  may  be  com- 
puted in  the  following  manner:  Since  the  switching  charge  is  inde- 
pendent of  the  weight  of  the  car,  it  is  necessary  to  assume  an  average 
weight  in  computing  the  freight  charge  before  deducting  the  switdi- 
ing  allowance.  The  average  weight  per  car,  as  determined  by  exami- 
nation of  large  numbers  of  waybills,  is  about  45,000  pounds.  The 
gross  charge  on  such  a  car  would  be  $27  by  the  Chicago,  Burlington 
and  Quincy  or  the  Chicago  and  Alton,  and  $28. 12^  by  the  Chicago  and 
ELastem  Illinois.  Deducting  the  switching  charge,  the  net  revenue 
would  be  $22  for  either  of  the  first  two  roads,  or  $24.62  for  the  last. 
The  net  distances  to  East  St.  Louis  from  the  junction  points  of  these 
railroads  with  the  switching  road  from  Whiting  are  as  follows:  For 
the  Chicago,  Burlington  and  Quincy,  about  340  miles;  for  the  Chicago 
and  Alton,  269  miles;  and  for  the  Chicago  and  Eastern  Illinois,  271 
miles.  On  these  distances  the  revenue  per  ton  per  mile  accruing  to 
the  railroads  would  work  out  as  follows:  Chicago,  Burlington  and 
Quincy,  2.9  mills;  Chicago  and  Alton,  3.6  mills;  and  Chicago  and 
Eastern  Illinois,  4  mills. 

These  revenues  are  extraordinarily  low,  and  in  the  case  of  the  C-hi- 
cago,  Burlington  and  Quincy  Railway,  with  its  exceptionally  long  line 
between  Chicago  and  East  St.  LouivS,  must  be  absolutely  unremunera- 
tive.  The  average  revenue  of  the  Chicago  and  Alton  Railway  on  all 
traffic  for  the  3'ear  ending  fFunc  30,  11^04,  was  (>.77  mills  per  ton  per 
mile;  that  of  the  Chicago,  Burlington  and  Quincy  lines  cast  of  the 
Missouri  River,  7.83  mills,  and  that  of  the  Chicago  and  Eastern  Illi- 
nob  Railroad,  which  is  particularly  low  because  the  business  is  so 
largely  in  coal,  4.68  mills  per  ton  per  mile.  There  is  no  important 
railroad  in  the  United  States  whose  average  revenue  per  ton  per  mile 
on  all  freight  is  less  than  4  mills,  yet  the  average  grade  of  commodities 
handled  on  many  lines,  especiallv  coal  lines,  is  decidedly  lower  than 
that  of  oil.  Moreover,  practically  all  oil  cars  are  n^turned  from  East 
St.  Louis  to  Whiting  empty,  f i-ee  of  charge,  while  on  other  cars  lail- 
roads  usually  get  return  loads  to  such  an  extent  as  to  make  their  aver- 
age mileage  of  loaded  cars  from  GO  to  70  per  cent  of  the  total  mileage. 
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The  officers  of  the  Chicago  and  Alton  and  the  Chicago,  Burlington 
and  Qiiincj'  said  to  the  Bureau  that  the  oil  for  East  St.  Louis  was 
furnished  to  them  virtually  in  train  loads,  so  that  the  cost  of  handling 
was  reduced  to  a  minimum,  and  that  rates  even  somewhat  lower  are 
frequently  charged  on  coal,  cement,  and  other  very  low  gi-ade  traffic. 
There  are,  however,  few  cases  where  even  coal  is  carried  at  a  net 
revenue  as  low  as  2.9  mills  per  ton  per  mile.  In  view"  of  the  fact  that 
oil  is  worth  several  times  as  much  per  unit  of  weight  as  coal  and 
cement,  it  was  admitted  that  the  nite  on  oil  was  unreasonably  low,  if 
not  quite  unremunerative.  An  officer  of  one  of  these  railroads  stated 
specifically,  in  fact,  that  the  rate  would  not  have  been  made  if  tLe 
company  had  had  no  oil  traffic  besides  that  between  Whiting  and  East 
St.  Louis.  It  was  made,  substantially,  he  said,  as  a  concession,  in  order 
to  secure  not  only  this  business,  but  also  much  more  remunerative  ship- 
ments of  oil  to  other  parts  of  the  Middle  West.  In  other  words,  the 
Standard  Oil  Company,  by  reason  of  its  ability  to  divert  shipments 
from  one  road  to  another  in  territory  where  by  reason  of  its  location 
at  Whiting  it  had  no  need  of  exceptionally  low  rates,  was  able  to  dic- 
tate unremunerative  rates  from  Whiting  to  East  St.  Louis,  where  it 
had  not  so  marked  a  natural  advantage. 

Section  6.  Published  and  secret  tariffs  on  oil  from  Whiting  to  East  St.  Louis. 

Officers  both  of  some  of  the  railroads  and  of  the  Standard  Oil  Com- 
pany have  claimed  that  the  6-cent  rate  involved  no  departure  from 
published  tariffs.  That  it  was  a  departure  from  published  tariffs,  and 
was  a  secret  rate,  is,  however,  perfectly  clear  from  a  consideration  of 
the  procedure  of  the  sevenil  railroads. 

Tariffs  namino  an  18-cent  rate  on  oil. —The  general  basis  of 
rates  from  Chicago  to  East  St.  Louis  is  fixed  b}^  the  Chicago-St.  Louis 
Traffic  Association.  This  association  has  issued  a  series  of  tariffs,  the 
latest  of  which  is  No.  24,  effective  May  15,  1899,  and  duly  filed  with 
the  Interstate  Commerce  Commission.  All  the  lines  from  Chicago  to 
East  St.  Louis,  including  the  Chicago  and  Alton  Railway,  the  Chicago, 
Burlington  and  Quincy  Railway,  and  the  Chicago  and  Eastern  Illinois 
Railroad,  have  been  parties  to  these  tariff.s,  and  have  given  them  their 
own  tile  numbers.  The  tariff  of  1<S99  names  rates  on  classified  articles 
and  special  rates  on  certain  particular  conmiodities.  No  special  oil 
rate  appears,  and  in  the  absence  thereof,  and  of  any  duly  published 
exception,  oil  would  take  the  fifth-class  rate  under  the  Western  Classi- 
fication (or  more  strictly  speaking  under  the  Illinois  State  Classifira- 
tion  which  is  practically  the  sauie)  as  it  docs  very  generally  in  western 
territory.  The  fifth-class  rate  from  Chicago  to  East  St.  Louis  is  18 
cents  per  hundred  pounds.  All  three  of  the  railroads  under  consid- 
eration have  for  years  applied  Chicago  rates  from  Whiting,  and  during 
recent  years  have  tiled  with  the  Interstate  Commerce  Commission  what 
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are  Known  as  "application  sheetts,"  specitically  stating  that  Whiting 
takes  Chicago  rates,  and  referring  to  this  association  tariff,  among 
others,  for  such  rates. 

It  is  true  that  railroads  often  issue  tariffs  naming  rates  different 
from  those  of  the  association  tariffs  to  which  they  are  parties.  It 
is  especially  common  to  remove  particular  commodities  from  the 
classes  in  this  way  and  apply  commodity  rates  to  them,  but  unless 
such  commodity  tariffs  are  filed  with  the  Interstate  Commerce  Com- 
mission they  can  not  legally  be  applied  on  interstate  business. 

Secret  tariffs  of  the  Chicago,  Burlington  and  Ql^ncy  Rail- 
way.— The  Chicago,  Burlington  and  Quincy  Railway  in  1896  issued  a 
printed  tariff  on  oil,  reading  from  Chicago  to  Jllinois  stations  (G.  F. 
O.  No.  1247).  This  was  undoubtedly  intended  to  apply  from  Whiting, 
and  has  been  so  used.  It  was  not  filed  with  the  Interstate  Commerce 
Commission  until  1904,  but  could,  presumably,  have  been  readily  dis- 
covered by  competing  refiners,  as  it  was  apparently  distributed  to 
numerous  local  agents  throughout  Illinois.  It  does  not  name  a  rate 
to  East  St.  Louis,  but  refers  to  a  "special  tariff"  for  the  rate  to  that 
point. 

For  many  years  the  Chicago,  Burlington  and  Quincy  Railway  issued 
annually  what  were  known  as  ''billing  orders,"  making  a  6-cent  rate 
on  oil  from  Chicago  to  East  St.  Louis.  The  copies  of  these  billing 
orders  on  file  in  the  central  oflSce  of  the  company,  which  were  examined 
by  the  agents  of  Ihe  Bureau,  ran  back  only  to  1900,  but  it  is  admitted 
that  the  rate  was  in  effect  for  years  before,  this  being  the  first  road  to 
make  the  6-cent  rate.  The  following  is  a  copy  of  the  order  naming 
the  rate  for  the  year  1900: 


[C,  B.  .tQ.  G.  F.  ().  No.  :«.] 

Chicago,  Burlington  anp  C^uincy  Railway  Company, 

Burlington  Route, 
Chicago,  Jan.  S,  1900. 
The  following  billing  rates,  taking  effect  Jan.  1,  1900,  will  expire  Dec.  31, 
1900,  unless  earlier  withdrawn: 

From— 

To- 

To  wliom 
jflven. 

Kind  of  freight. 

Rate. 

Chicago 

E.  St.  I»uis. 

All 

\ 

Oil:   coal  or  carbon,  benzine,  bon-     6c.  100  lbs. 
zoic,  cnulo,  i)etroleuin.  lubricat- 
ing, naphtha,  and  gasoline.    C.  L. 

Tii()8.  IMiLLER,  (ieneral  Freight  Agent 

It  will  be  observed  that  this  billing  order  expired  by  limitation  on 
December  31,  1900.      It  is  a  common  practice  of  the  railroad  com- 
panies to  reissue  such  orders  each  year.    The  use  of  the  words  "  billing 
rates"  instead  of  ''tariff"  is  itself  an  indication  that  this  was  not  an 
H.  Doc.  812. 50-1 23 
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ordinary  tariff  intended  for  the  inspection  of  the  public.  The  mere 
statement  on  the  billing  order  that  the  rate  was  to  be  ^ven  to  all 
shippers  is  by  no  means  conclusive  that  such  was  the  actual  intention. 

There  is  no  claim  that  this  billing  oi-der  of  1900,  or  the  succeeding 
billing  orders  of  1902  and  1903,  were  ever  filed  with  the  Interstate 
Commerce  Commission,  nor  that  tiie  Commission  received  any  notice 
of  their  existence.  The  general  freight  agent  of  the  Chicago,  Burling- 
ton and  Quincy  Railway  states  that  his  company  has  always  treated 
shipments  from  Whiting  to  East  St.  Louis  as  State  business,  for  which 
there  was  no  obligation  to  tile  the  tariffs  with  the  Interstate  Commerce 
Commission.  It  is,  of  course,  admitted  that  the  traffic  actually  moved 
from  Whiting,  Ind.,  to  a  point  in  Illinois;  but  it  is  said  that  the  Chi- 
cago railroads  have  uniformly  treated  points  like  Whiting  and  Ham- 
mond, Ind.,  as  being  virtually  part  of  Chicago,  and  have  carried 
shipments,  not  only  of  oil,  but  of  other  commodities,  from  these 
points  to  points  in  Illinois  on  Chicago  rates  which  had  not  beea  filed 
with  the  Interstate  Commerce  Commi^sion.  This  may  be  true,  but  it 
does  not  justify  shipments  from  these  Indiana  points  into  Illinois  on 
unfiled  rates,  and  certainly  not  on  nites  so  extraordinarily  discrimi- 
natory as  that  on  oil  to  East  St.  Louis. 

The  traffic  manager  of  the  Standard  Oil  Company,  in  disi*ussing  the 
East  St.  I^uis  rates,  stated  that  for  several  years  past  the  railroads 
from  Chicago  to  East  St.  Louis  have  filed  applicatiqn  sheets  with  the 
Interstate  Couunerce  Conunission  stating  that  Chicago  rates  would 
apply  from  Whitinir.  He  contcnd(»d  that  this  gave  the  Commission 
sufficient  notice  of  the  rates,  and  that  it  was  the  fault  of  the  Commis- 
sion if  it  failed  to  require  the  railroads  to  file  their  tariffs  reading 
from  Chicago  to  points  in  Illinois  in  order  to  show  what  the  rates 
would  1)0  on  the  interstate  business  moving  into  Hlinois  from  points 
like  Whiting,  it  is  not  necessarv  to  discuss  this  contention  here 
further  than  to  say  that  it  is  tlie  duty  of  the  railroads  to  send  inter- 
state tariffs  on  tluMr  own  initiative  to  the  Commission.  The  Interstate 
Commerce  Act  so  expressly  specifies.  ^ 

While,  therefore,  as  euily  as  11M)1,  the  Chicago,  Burlington  and 
Quincy  Railway  fih^l  with  the  Interstate  Commerce  Conmiission  a 
tariff  or  application  shei^t,  stating  that  Chicago  mtes  on  all  kinds  of 
couunoditics  would  a[)ply  from  Whiting,  this,  and  the  subsequent 
application  sheets  similarly  filed,  gave  the  Commission  and  the  pub- 
lic no  information  as  to  what  the  rates  on  oil  actually  were  from 
Whiting  to  East  St.  Louis.  These  application  sheets  contained  no 
rates  themselves,  and  the  Couiniission  and  shippers  would  naturally 
infer  that  the  rates  on  oil  applying  from  Whiting  to  East  St.  Louis 
over  the  Chicago,  Burlington  and  Quincy  Railway  would  be  those 
named  by  the  Chicago-St.  Louis  Traffic  Association,  which  was  duly 
filed  with  the  Commission. 
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The  officers  of  the  Chicago,  Burlington  and  Quiney  Railway  con- 
tend that  in  1904  the  Interstate  Commerce  Commission  was  given 
more  specific  notice  of  the  O-cent  rat^.  This  claim  is  Imsed  on  the 
following  facts:  The  railway  issued  in  1903  a  tariff  reading  "between 
St.  Louis,  Missouri,  and  Illinois  stations  on  the  C,  B.  &  Q.  R.  R.," 
which  it  duly  filed  with  the  Commission.  (I.  C.  C.  No.  4234.)  This 
tariff  named  no  rates  between  Chicago  and  St.  Louis,  but  stated  that 
the  same  rates  w^hich  were  published  to  or  from  East  St.  Louis,  plus 
the  St.  Louis  bridge  tolls,  would  bo  applied,  and  in  this  connection  it 
contained  a  list  of  tariffs  naming  rates  between  Chicago  and  EJast  St. 
Louis.  In  the  original  issue  this  list  did  not  include  any  tariff  naming 
special  rates  on  oil;  but  an  amendment,  effective  February  8,  1904, 
and  filed  with  the  Interstate  Commerce  Commission,  added  the  num 
bers  of  other  tariffs  between  Chicago  and  East  St.  Louis,  including 
general  freight  order  No.  1059  pf  1904,  which  was  the  issue  of  that 
t^lendar  year  naming  the  6-cent  rate  on  oil. 

This  issue,  No.  1059,  which  for  the  first  time  was  headed  '^special 
tariff"  instead  of  "billing  rates,"  was  not,  however,  filed  with  the 
Interstate  Commerce  Commission  until  190(T.  The  Commission 
merely  had  notice  that  there  was  a  tariff  of  that  number.  The  notice 
did  not  indicate  what  the  rate  was,  nor  even  to  what  commodity  the 
tariff  applied.  It  was  no  more  a  fulfillment  of  the  requirement  that 
interstate  tariffs  be  filed  with  the  Commission  than  was  the  filing  of 
the  application  sheets  already  mentioned,  which  stated  that  Chicago 
rates  would  apply  from  Whiting,  without  giving  the  Chicago  rates. 

In  January,  1900,  the  Chicago,  Burlington  and  Quiney  filed  with 
the  Interstate  Commerce  Commission  its  issue  of  1904,  naming  the  6- 
cent  rate,  a  procedure  which  obviously  gave  no  color  of  authority  for 
its  previous  appliciition. 

PumJSHED    AND    SECKET     TARIFFS    OF    THE     ChICA(}0    AND    AlTON 

Railway. — As  has  bo(ui  stated,  the  Chicago  and  Alton  Railway  was  a 
party  to  the  Association  tariff,  under  whicluthe  fifth-class  rate  of  18 
cents  would  apply  on  oil  from  Chicago  to  East  St.  Louis.  During 
several  recent  years,  however,  the  Chicago  and  Alton  also  had  printed 
tariffs  naming  a  nite  of  1(>  cents  to  East  St.  Louis.  These  latter 
tariffs  were  not  filed  with  the  Interstate  Commerce  Commission,  but 
were  treated  as  State  tariffs,  notwithstanding  the  fact  that  they  applied 
from  Whiting  to  points  in  Illinois.  These  tariffs,  however,  can  not 
be  considered  secret,  since  they  named  rates  on  other  commodities  as 
well  as  on  oil,  and  covered  a  large  lunnber  of  points  of  destination. 

As  far  back  as  1899  the  Alton  issued  such  a  printed  State  tariff  for 
various  commodities,  including  oil.  This  tariff  named  rates  on  other 
commodities  from  Chicago  to  East  St.  Louis,  and  rates  on  oil  from 
Chicago  and  Whiting  to  numerous  points  in  Illinois  but  not  to  East 
St.  Louis. 
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In  1900,  however,  this  printed  State  tariff  was  amended  by  another 
printed  tariff,  also  applying*  on  various  commodities,  which  named  a 
rate  on  oil  in  tank  cars  from  Summit — a  junction  point  within  the 
Chicago  switching  Hmits — to  East  St.  Louis  of  10  cents  per  hundred 
pounds,  with  a  provision  for  apph- ing  the  same  rate  from  Whiting  by 
the  absorption  of  switching.  It  was  continued  by  another  State  tariff 
issued  in  1903,  but  was  canceled  by  an  issue  effective  February  9, 
1904.  From  that  time  until  near  the  close  of  1905  the  only  published 
tariff  of  the  Alton  on  oil  from  Chicago  or  Whiting  to  East  St.  Louis 
was  the  association  tariff,  with  the  18-cent  rate. 

The  rates  under  all  these  tariffs  would  presumably  apply  to  Granite 
City,  the  former  being  virtually  a  suburb  of  East  St,  Louis. 

The  printed  State  tariffs  of  the  Alton,  already  described,  named  a 
rate  of  9  cents  per  100  pounds  from  Whiting  to  Alton.  This  has 
apparently  been  the  only  published  tariff  rate  from  1899  to  date,  other 
than  the  fifth-class  rate. 

During  all  the  time  that  these  published  tariffs  were  in  force,  down 
to  the  middle  of  1905,  the  Chicago  and  Alton  Railway  was  actually 
charging  the  Standard  Oil  Company  6  cents  per  hundred  pounds  on  oil 
from  Whiting  to  East  St.  Louis,  Granite  Cit} ,  and  Alton.  This  rate 
was  authorized  by  "special  billing  oiders/'  which  were  issued  annu- 
all.y.  These  billing  orders  contained  a  statement  that  the  collection 
of  the  freight  was  to  be  made  through  the  auditor's  office  instead  of 
by  the  local  agent  in  the  usual  manner.  The  distinct  implication  of 
this  provision  is  that  the  billing  orders  naming  this  rate  were  not 
open  to  the  general  pul)lic. 

The  following  is  a  copy  of  one  of  these  special  billing  orders,  issued 
January  1,  1905: 


Spt-cial  G.  V.  I).  No.  A77^^. 
The  CiiiCAc.o  tfe  Alton  Railway  CoxMpany. 
Traffic  Department. 

Sl»EC:iAL    HILLINCi    ORDER. 

Taking  effect Januanj  i,  l^fOo. 

From Chicufjftf  III. 

To Alton,  OraniU  City,  und  East  St.  Tx>uh^  III. 

Via 

On Petroleum  and  its  jtroducts  ( '.  L.  in  (cntJc  cars.     I 

Rate >Sj.f  (6-)  ce7it8  per  JOO  Ihs.  i 

Expires Deceinlur  Sl^  1905^  unlesH  hoohit  revoked.     | 

Collection  to  he  made  thrmu/h  AndUor\s  Office. 

Fred  A.  Wann,  (hneml  Freinht  A<fent. 
Reissue  G.  F.  I).  No.  A  447, 
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It  is  not  known  precisely  how  far  back  this  rate  was  in  force  over 
the  Chicago  and  Alton  Railway,  but  its  officers  state  that  to  the  best 
of  their  recollection  it  was  applied  at  least  as  early  as  1896. 

The  special  billing  order  naming  the  6-cent  rate  for  1905,  above 
reproduced,  was  canceled  by  another  special  ])iHing  order  taking  effect 
June  23,  1905,  and  naming  a  rate  of  10  cents  per  hundred  pounds. 
This  rate  was  not  tiled  with  the  Interstate  Commerce  Commission 
at  the  time,  but  in  December,  1905,  the  printed  tariff  of  the  Chicago 
and  Alton,  issued  in  1903,  which  included  among  other  rates  a  rate  of 
10  cents  per  hundred  pounds  on  oil  from  Whiting  to  East  St.  Louis, 
was  tiled  with  the  Commission,  and  hence  the  10-cent  rate  is  now  the 
duly  published  rate  of  the  Alton. 

The  Chicago  and  Alton,  like  the  other  railroads  leading  out  from  Chi- 
cago, has  issued  and  tiled  with  the  Interstate  Commerce  Commission 
application  sheets,  stating  that  the  rates  from  Chicago  apply  also  from 
Whiting.  The  application  sheets  of  the  Alton  issued  since  1903  have 
contained  a  ILst  of  the  tariffs  from  Chicago  which  are  made  applicable 
from  Whiting  and  other  Chicago  rate  points.  The  lists  of  tariffs  thus 
presented,  however,  did  not  include  any  of  the  special  billing  orders 
naming  the  6-cent  i-ate  to  East  St.  Louis,  nor  even  the  tariffs  which 
named  the  10-cent  rate.  They  did  include  the  association  tariff,  in 
which  the  18-cent  rate  appeared,  and  this  latter  tariff  was  on  file  with 
the  Interstate  Commerce  Commission.  The  only  rate,  therefore,  of 
which  the  Interstate  Commerce  Commission  had  any  notice,  for  ship- 
ments from  Chicago  and  Whiting  to  East  St.  Louis  b3^  the  Alton,  was 
that  contained  in  this  association  tariff. 

CnicAc.o  AM)  Eastkrn  Illinois  Railroad.— The  Chicago  and 
Eastern  Illinois  liailroad  was  also  a  party  to  the  association  tariff  of 
1899,  already  described,  ])y  which  the  fifth-class  rate  of  18  cents 
applies  on  oil  from  Chicago  and  Whiting  to  East  St.  Ijouis. 

Unlike  the  other  two  milroads  which  made  the  low  rates  on  oil, 
however,  the  Chicago  and  Eastern  Illinois  had  filed  with  the  Interstate 
Commerce  Commission  two  of  its  tariffs,  naming  such  mtes.  The 
first  of  these  was  issued  0<»tober  24,  1894  (effective  October  29, 1894), 
and  named  a  i*ate  of  6^  cents  from  Dolton,  111.,  to  East  St.  Louis,  but 
provided  for  the  absorption  of  switching  from  Whiting.  In  1895  a 
similar  tariff  was  tiled,  in  which  the  rate  was  6i  cent^.  This  tariff  of 
189.")  was  canceled  in  1903  by  another  issue  which  named  the  same  rate, 
but  this  was  not  field  with  the  Commission,  and  the  Commission  had 
no  notice  of  the  cancellation  of  the  previous  tariff.  In  a  certain  sense 
it  might,  therefore,  be  said  that  the  rate  of  6i  cents- has  been  (iovered 
throughout  this  period  by  a  tariff  filed  with  the  Interstate  Commerce 
Commission,  but,  on  the  other  hand,  this  was  not  after  1903  the  tariff 
actuallv  in  force. 
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In  1900,  however,  this  printed  State  tariff  was  amended  by  another 
printed  tariff,  also  applying  on  various  commodities,  which  named  a 
rate  on  oil  in  tank  cars  from  Summit — a  junction  point  within  the 
Chicago  switching  limits — to  East  St.  Louis  of  10  cents  per  hundred 
pounds,  with  a  provision  for  applying  the  same  rate  from  Whiting  by 
the  absorption  of  switching.  It  was  continued  by  another  State  tariff 
issued  in  1903,  but  was  canceled  by  an  issue  effective  February  9, 
1904.  From  that  time  until  near  the  close  of  1905  the  onl}'  published 
tariff  of  the  Alton  on  oil  from  Chicago  or  Whiting  to  East  St.  Louis 
was  the  association  tariff,  with  the  18-ccnt  rate. 

The  rates  under  all  these  tariffs  would  presumably  apply  to  Granite 
City,  the  former  being  virtually  a  sulmrl)  of  East  St.  Louis. 

The  printed  State  tariffs  of  the  Alton,  already  described,  named  a 
rale  of  9  cents  per  100  iK)unds  from  Whiting  to  Alton.  This  has 
apparently  been  the  only  published  tariff  rate  from  1899  to  date,  other 
than  the  fifth-class  nvte. 

During  all  the  time  that  these  published  tariffs  were  in  force,  down 
to  the  middle  of  1905,  the  Chicago  and  Alton  Railway  was  actually 
charging  the  Standard  Oil  Company  6  cents  per  hundred  pounds  on  oil 
from  Whiting  to  East  St.  Ijouis,  Granite  City,  and  Alton.  This  rate 
was  authorized  by  'Especial  billing  orders,"  which  were  issued  annu- 
ally. These  billing  orders  contained  a  statement  that  the  collection 
of  the  freight  was  to  be  made  through  the  auditor's  office  instead  of 
by  the  local  agent  in  the  usual  manner.  The  distinct  implication  of 
this  provision  is  that  the  billing  orders  naming  this  rate  were  not 
open  to  the  general  public. 

The  following  is  a  copy  of  one  of  these  special  billing  orders,  issued 
January  1,  1905: 


SiKH-ial  G.  r.  I).  No.  k71'2, 
TiiK  Chicago  ^  Alton  Railway  (^ompany. 
Tmflic  Depart inont. 

SrtX^IAL    11II.LIN<}    ORDEK. 

Taking  <'ffe<'t hinnitrtj  i,  1905. 

From ( %\cii<jii^  III, 

To Alton,  (imnite  CUy^  and  JCast  St,  IxmiSy  III. 

Via 

On Petrolnnn  and  its  itroducts  C.  L.  in  tank  car.^. 

Rati' Sir  {(! )  cents  per  100  lbs. 

Expires Deceinher  .?/,  1905^  unless  wnmer  revoked. 

Collect Um  to  hr  made  through  Auditor's  Office. 

Frki)  a.  Wann,  General  FreifjfU  Agent. 
Reissue  (i.  F.  IK  No.  A  447. 
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It  is  not  known  precisely  how  far  back  this  rate  was  in  force  over 
the  Chicago  and  Alton  Railway,  but  its  officers  state  that  to  the  best 
of  their  recollection  it  was  applied  at  least  as  early  as  1896. 

The  special  billing  order  naming  the  6-c«nt  rate  for  1905,  above 
reproduced,  was  canceled  b^Minother  special  billing  order  taking  effect 
June  23,  1905,  and  naming  a  rate  of  10  cents  per  hundred  pounds. 
This  rate  was  not  filed  with  the  Interstate  Commerce  Commission 
at  the  time,  but  in  December,  1905,  the  printed  tariff  of  the  Chicago 
and  Alton,  issued  in  1903,  which  included  among  other  rates  a  rate  of 
10  cents  per  hundred  pounds  on  oil  from  Whiting  to  East  St.  Louis, 
was  filed  with  the  Commission,  and  hence  the  10-cent  rate  is  now  the 
duly  published  rate  of  the  Alton. 

The  Chicago  and  Alton,  like  the  other  railroads  leading  out  from  Chi- 
cago, has  issued  and  filed  with  the  Interstate  Commerce  Commission 
application  sheets,  stating  that  the  rates  from  Chicago  apply  also  from 
Whiting.  The  application  sheets  of  the  Alton  issued  since  1903  have 
contained  a  list  of  the  tariffs  from  Chicago  which  are  made  applicable 
from  Whiting  and  other  Chicago  rate  points.  The  lists  of  tariffs  thus 
presented,  however,  did  not  include  any  of  the  special  billing  orders 
naming  the  6-cent  i-ate  to  East  St.  Louis,  nor  even  the  tariffs  which 
named  the  10-cent  rate.  They  did  include  the  association  tariff,  in 
which  the  18-cent  rate  appeared,  and  this  latter  tariff  was  on  file  with 
the  Interstate  Commerce  Commission.  The  only  rate,  therefore,  of 
which  the  Interstate  Commerce  Commission  had  any  notice,  for  ship- 
ments from  Chicago  and  Whiting  to  East  St.  Louis  by  the  Alton,  was 
that  contained  in  this  association  tariff. 

Chicago  and  Eastern  Illinois  Railroad. —The  Chicago  and 
Eastern  Illinois  Railroad  was  also  a  party  to  the  association  tariff  of 
1899,  already  described,  by  which  the  fifth-class  rate  of  18  cents 
applies  on  oil  from  Chicago  and  Whiting  to  East  St.  Louis. 

Unlike  the  other  two  railroads  which  made  the  low  rates  on  oil, 
however,  the  Chicago  and  Eastern  Illinois  had  filed  with  the  Interstate 
Commerce  Commission  two  of  its  tariffs,  naming  such  rates.  The 
first  of  these  was  issued  October  24,  1894  (eftective  October  29, 1894), 
and  named  a  rate  of  6^^  cents  from  Dolton,  111.,  to  East  St.  Louis,  but 
provided  for  the  absorption  of  switching  from  Whiting.  In  1895  a 
similar  tariff  was  tiled,  in  which  the  rate  was  6i  cents.  This  tariff  of 
1895  was  canceled  in  1903  by  another  issue  which  named  the  same  rate, 
but  this  was  not  field  with  the  Commission,  and  the  Commission  had 
no  notice  of  the  cancellation  of  the  previous  tariff.  In  a  certain  sense 
it  might,  therefore,  be  said  that  the  rate  of  6i  cents  has  been  covered 
throughout  this  period  by  a  tariff  filed  with  the  Interstate  Commerce 
Commission,  but,  on  the  other  hand,  this  wa.s  not  after  1903  the  tariff 
actually  in  force. 
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As  is  more  fully  indicated  in  section  9  below,  it  does  not  by  any 
meats  follow  that  the  filing  of  these  tariffs,  reading  from  an  unfamiliar 
junction  point  like  Dolton,  with  the  Interstate  (^mmerce  Commission 
was  equivalent  to  making  them  effectively  public  and  open  to  the 
knowledge  or  use  of  shippers  other  than  the  Standard  Oil  Company. 

Like  the  other  railroads,  the  Chicago  and  Eastern  Illinois  has  filed 
with  the  Interstate  Commerce  Commission  application  sheets  stating 
that  the  rates  from  Chicago  on  oil  and  other  commodities  appl}^  also 
from  Whiting.  The  application  sheet  filed  in  1903  contained  a  list  of 
the  tariffs  reading  from  Chicago  which  were  thus  made  applicable  from 
Whiting.  This  list  included  the  number  of  a  printed  tariff  reading 
from  Chicago  but  not  filed  with  the  Commission,  an  amendment  to 
which,  issued  in  mimeograph,  was  the  authority  at  that  time  for  the 
6i-cent  rate  of  the  Chicago  and  Eastern  Illinois  from  Chicago  to  Elast 
St.  Louis.  It  is  obvious  that  the  filing  of  this  application  sheet  was  in 
no  sense  a  tiling  of  the  6i-cent  rate. 

The  6i-cent  rate  of  the  Chicago  and  Eastern  Illinois  was  canceled  by 
an  amendment  effective  July  1,  1905,  which  raised  the  rate  to  10  cents. 
This  rate  was  first  filed  with  the  Interstate  Commerce  Coounission  in 
January,  1906. 

Section  7.  Movement  of  interstate  traffic  on  the  East  St.  Louis  rate. 

Shipments  fkom  Whiting  to  POiiS^Ts  in  Illinois. — The  plant  of 
the  Standard  Oil  Compan}-  at  Whiting,  Ind.,  is  about  2  miles  from 
the  Indiana-Illinois  State  line,  and  about  17  miles  from  the  center 
of  the  city  of  Chicago.  It  is  obvious  that  a  shipment  of  oil  from  the 
Whiting  plant  to  any  point  in  Illinois  is  actuall}'  an  interstate 
shipment.  As  has  been  stated,  however,  the  railroad  companies 
which  handled  oil  originating  at  Whiting  and  destined  to  East  St. 
Louis  did  not  tile  their  actual  rates  on  tliis  business  with  the  Interstate 
Commerce  Commission.  The  same  is  true  in  large  measure  of  the 
rates  of  these  railroads  on  oil  shipped  from  Whiting  to  many  other 
points  in  Illinois.  As  is  shown  elsewhere  (Chapter  IV,  page  212),  some 
of  the  unpublished  rates  to  point^s  in  Illinois  other  than  East  St.  Louis 
are  or  have  been  unreasonably  low,  but  generallv  speaking  they  are 
much  less  abusive  than  the  rates  to  East  St.  Ijouis.  In  most  such  cases, 
moreover,  there  are  no  other  tariffs  duly  hied  with  the  Interstate  Com- 
merce Connnissioii  from  which  these  untiled  mtes  depart,  as  was  the 
case  with  the  East  St.  Ijouis  rates.  In  fact  these  imfiled  rates  on  oil 
to  most  Illinois  points  can  not  ))e  considered  secret,  though  there  are 
several  exceptions  aside  from  the  rates  to  East  St.  Louis. 

The  officers  of  the  railroad  conipanies  which  have  omitted  to  file 
their  Whiting-St.  Louis  taritt's  usually  admit  that  the  business 
from  Whiting  to  ])(>ints  in  Illinois  is,  strictly  speaking,  interstate,  but 
they  contend  that  the  railroads  generally  have  interpreted  the  law 
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liberally  for  years,  not  only  with  respect  to  oil,  but  with  respect  to 
other  commodities,  and  that  long  usage  and  the  failure  of  the  Inter- 
state Commerce  Commission  to  protest  against  it  virtually  legalized 
this  interpretation.  The}''  state  that  points  in  Indiana,  like  Whiting 
and  Hammond,  which  are  adjacent  to  Chicago  and  which  always  take 
the  same  i"ates  as  Chicago,  are  looked  upon  by  the  railroads  as  virtually 
parts  of  Chicago.  It  has,  moreover,  been  contended  by  the  officers  of 
some  of  the  railroads  that  the  fact  tliat  their  tracks  do  not  extend  into 
Indiana,  but  that  they  receive  the  oil  in  Illinois  from  a  switching  rail- 
road, makes  the  business  in  fact  intrastate.  It  is  admitted,  how- 
ever, that  the  oil  actually  moves  in  a  continuous  journej^  from  Whiting 
to  destination,  and  that  the  rates  charged  by  the  railroads  include 
the  switching  from  Whiting,  so  that  a  single  rjite  applies  from  the 
beginning  to  the  end  of  an  actual  intei*state  shipment.  To  call  the 
shipments  intrastate  under  these  circumstances  is  absurd. 

The  position  which  the  railroad  companies  have  thus  for  years  taken 
with  regard  to  the  filing  of  tariffs  applicable  from  Whiting  is  clearly 
untenable,  amounting  as  it  does  to  a  clear  violation  of  the  Interstate 
Commerce  Act,  based  only  upon  a  convenient  but  impossible  fiction. 
There  would  be  less  ground  for  criticism  from  an  economic  stand- 
point if  the  rates  actually  applied  were  reasonable  and  did  not  depart 
from  duly  published  tariffs.  But  the  adoption  of  this  device  of ''  State" 
tariffs  for  evading  publication  of  a  rate  so  manifestly  unreasonable  as 
that  on  oil  from  Whiting  to  East  St.  Ijouis  can  in  no  way  be  juvstified. 

Large  volume  of  shipments  from  Whiting  to  St.  Louis 
PROPER. — The  Standard  Oil  Company  has  shipped  enormous  (quantities 
of  oil  on  the  6-cent  rate,  which  did  not  even  stop  at  East  St.  Louis,  but 
moved  on  into  other  States.  East  St.  Louis  is  virtually  only  a  gate- 
way. The  Standard  Oil  Company  has  made  exceedingly  large  ship- 
ments to  St.  Louis  proper,  and  all  of  them  have  been  carried  on  the 
rate  of  6  cents  or  6i  cents,  with  the  added  bridge  charge  of  IJ  cents 
per  hundred  pounds.  All  threeof  the  railroads  which  made  these  low 
rates,  the  Chicago,  Burlington  andQuincy,  the  Chicago  and  Alton,  and 
the  Chicago  and  Eastern  Illinois,  have  hauled  large  quantities  of  oil  on 
the  basis  of  this  rate  when  consigned  to  St.  Louis  proper.  Much  of  this 
oil  was  destined  to  the  Waters  Pierce  Oil  Company,  and  a  very  large  num- 
ber of  cars  of  gaii  oil  were  destined  to  the  Laclede  Gas  Light  Company. 
The  destination  St.  Louis  appeared  on  the  original  waybills  of  hundreds 
of  cars  on  which  the  secret  rate  was  applied,  and  the  Standard  Oil 
Company  prepaid  charges  on  hundreds  of  cars  at  the  mte  of  7i  cents 
or  7i  cents  per  hundred  pounds,  including  the  East  St.  Louis  rate  and 
the  bridge  charge  to  St.  Louis. 

Shipments  via  East  St.  Louis  to  other  points. — Most  of  the  oil 
shipped  from  Whiting  to  East  St.  Louis,  except  some  destined  for 
local  consumption  at  East  St.  Louis  or  St.  Louis  proper  or  in  the 
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immediate  vicinity,  has  for  yearn  been  billed  to  the  Waters  Pierce  Oil 
Company,  which  is  now  admitted  by  the  Standard  Oil  Company  tc  be 
under  its  control.  The  Waters  Pierce  Oil  Company  has  one  or  more 
pipe  lines  under  the  Mississippi  River  from  East  SL  Louis  to  St.  Louis. 
By'means  of  these  pipe  lines  it  could,  if  it  so  desired,  have  unloaded 
at  East  St.  Louis  all  the  oil  destined  to  points  west  of  the  Mississippi 
River,  piped  it  under  the  river,  and  either  distributed  it  locally  at  St. 
Louis  or  reloaded  it  and  shipped  it  beyond.  The  allowance  to  the 
Waters  Pierce  Oil  Company'  by  the  railroads  for  piping  the  oil  under 
the  river  is  more  fully  discussed  in  section  14. 

It  is  a  (question  which  need  not  be  here  discussed  whether,  if  the 
pipe  line  under  the  river  was  merely  a  device  for  breaking  up  through 
shipments,  the  transportation  of  oil  within  the  State  of  Illinois,  when 
destined  for  points  in  other  Stiites  by  w^ay  of  the  pipe  lino  and  con- 
necting railroads,  could  be  considered  strictly  intrastate  business.  As 
a  matter  of  fact  hundreds  of  cars  of  oil  shipped  from  Whiting  to  East 
St.  Louis  have  crossed  the  bridges  or  ferries  there  without  unloading, 
and  been  shipped  on  to  points  throughout  the  Southwest.  This  fact 
appears  clearly  from  a  comparison  of  the  recorded  movements  of  cars 
on  the  lines  east  of  St.  Louis  with  the  movements  of  the  same  cars  on 
the  lines  west. 

It  is  not  perhaps  entirely  certain  that  the  officers  of  the  lines 
east  of  St.  Louis  were  jiwiirc  that  these  cars  were  going  beyond 
St.  Louis  proper.  In  no  tiiso  exaniii»od  by  the  Bureau  did  the  way- 
bills of  shipments  from  Whiting  as  first  made  out  show  a  destination 
beyond  East  St.  Louis  or  St.  Louis.  On  many  of  the  w"ay])ills,  how- 
ever, there  had  been  marked,  subsequenth^  to  their  original  prepara- 
tion, instructions  for  the  reconsignment  of  the  oil  to  points  beyond 
St.  Louis. 

The  officers  of  the  railroads  state  that  they  understand  that  these 
instructions  were  giv(Mi  to  the  local  agent  at  St.  Louis  by  the  Waters 
Pierce  Oil  Company,  and  that  the  fact  of  the  reconsignment  by  a 
shipper  other  than  the  original  shipper  the  Standard  Oil  Company — 
destroyed  the  through  character  of  th(^  shipments.  However  that  may 
be,  it  is  a  fact  that  the  Standard  Oil  Company  has  continuall3"  shipped 
large  quantities  of  oil  from  Whiting,  Ind.,  through  Illinois  to  points 
in  Missouri  and  Stiites  farther  to  the  south  and  w^est,  destined  to  a 
concern  which  th(»  Standard  itself  controls;  that  such  oil  has  gone 
through  without  unloading  at  any  place  between  Whiting  and  the  tinal 
destination;  and  that  on  these  shipments,  which  were  to  all  intents  and 
purposes  through  interstate  shipments,  a  secret  so-called  State  rate 
has  been  applied  up  to  East  St.  Louis. 

All  this,  howx»ver,  is  in  a  sei»se  inimaterial,  since  shipments  from 
Whiting  to  points  in  Illinois  are  themselves  interstate,  and  can  law- 
fully be  carried  only  on  tariHs  tiled  with  the  Interstate  Commerce 
Conmiission. 
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Section  8.  Methods  of  waybilling  and  collection. 

The  desire  to  conceal  the  6  and  6i  cent  rat^s  on  oil  from  Whiting 
to  East  St.  Louis  led  to  the  use  of  blind  billing  and  false  billing  on 
such  shipments.  . 

Chicago  and  Alton  Railroad. — The  Chicago  and  Alton,  as  far 
back  as  the  records  were  examined,  namely,  to  about  the  beginning 
of  1903,  made  a  practice  of  entering  the  published  tariff  rates  on  its 
waybills  of  oil  shipped  from  Whiting  to  East  St.  Louis  or  St. 
Louis,  while  collecting  only  the  lower  secret  rates.  From  the 
beginning  of  1903  up  to  May,  1904,  the  rate  entered  on  the  way- 
bills was  10  cents  per  hundred.  This,  it  will  be  remembered,  was  an 
open  rate  (though  not  filed  with  the  Interstate  Commerce  Commission) 
which  was  in  effect  from  1900  to  February  9, 1904.  For  some  reason 
the  local  agent  in  making  out  waybills  did  not  change  the  rate  for  some 
months  after  the  tariff  naming  the  10-cent  rate  was  canceled.  From 
about  June,  1904,  however,  down  to  June,  1905,  the  waybills  on  ship- 
ment£L  of  oil  from  Whiting  to  East  St.  Louis  were  made  out  at  the 
rate  of  18  cents  per  hundred  pounds — the  fifth-class  rate.  The  freight 
charges  at  these  rates  were  also  shown  on  the  waybills.  The  freight- 
forwarded  abstracts  of  the  forwarding  station,  which  was  Chappell, 
111.,  the  junction  of  the  Chicago  and  Alton  with  the  switching  line  from 
Whiting,  and  the  freight-received  abstracts  of  the  East  St.  Louis  sta- 
tion, also  showed  the  freight  charges  on  these  cars  on  the  basis  of  the 
10  and  18  cent  rates,  respectively.  • 

While  the  agent  of  the  Alton  at  Chappell  thus  waybilled  the  ship- 
ments of  oil  and  entered  them  upon  his  accounts  at  the  published  rates, 
he  did  not  himself  collect  the  charges.  Station  agents  charge  them- 
selves with  all  freight  which  appears  as  prepaid  on  the  freight- 
forwarded  abstracts,  and  it  was  therefore  necessary  that  the  agent  at 
Chappell  take  credit  in  some  form  to  offset  the  charges  on  this  oil. 
The  usual  method  of  doing  this  would  be  by  an  agent's  relief  claim. 
The  agent  would  charge  the  claim  on  his  balance  sheet,  and  would 
send  in  his  original  freight  bills,  uncollected,  as  a  justification  of  it. 
In  order,  however,  still  more  effectivel}^  to  conceal  the  secret  rates, 
the  Chicago  and  Alton  instructed  the  agent  at  Chappell  to  charge  up 
an  amount  equal  to  the  freight  at  the  tariff  rates  on  the  oil  shipped  to 
East  St.  Louis,  under  the  item  known  as  ^'advances  paid  on  freight 
forwarded."  This  item  is  supposed  to  cover  payments  made  by  the 
railroad  agent  to  a  connecting  line  for  that  part  of  the  charges  accru- 
ing up  to  the  connection  on  through  traflSc.  In  this  case  the  item  was 
thus  falsified. 

The  charges  on  this  oil  were  actually  collected  on  semimonthly  sum- 
mary bills,  rendered  b}'  the  general  freight  auditor  of  the  Alton  to  the 
Standard  Oil  Company.  In  connection  with  these  summary  bills  the 
railroad  company  furnished  the  Standard  an  abstract  of  waybills,  show- 
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ing  the  number  and  weight  of  eai'h  car  shipped  during  the  period,  with 
a  recapitulation  of  the  shipments  to  each  consignee,  showing  the  rates 
actually  charged — either  6  cents  on  shipments  terminating  at  East 
St.  Louis,  or  li  cents  on  shipments  destined  to  St.  Louis  proper. 
Ordinarily  the  statements  of  billing  did  not  show  on  their  face  the 
published  tariff  rate  which  had  been  entered  on  the  original  waybills, 
or  the  extension  of  the  freight  charges  on  the  various  cars  at  that  rate. 
Exceptional  cases  where  this  was  done  are  referred  to  in  section  9, 
below,  where  also  is  presented  a  copy  of  one  of  the  collection  bills  and 
of  part  of  the  attached  statement  of  billing. 

The  following  is  a  condensed  copy  of  a  waybill  of  the  Chicago  and 
Alton  on  a  shipment  of  oil  from  Whiting  via  Chappell  to  St.  Louis  dur- 
ing June,  1005.  It  shows  the  false  entry  of  the  ISrcent  rate.  Exam- 
ination of  the  collection  bill  rendered  to  the  Standard  Oil  Company 
for  this  period  shows  that  the  actual  charges  on  this  car  were  0  cents 
per  hundred  pounds  to  Eiast  St.  Louis,  plus  the  bridge  charge. 


The  CHiCArtO  &  Alton  Railway  Company. 

Date  June  2iid  1905    SorieH  No.-l 
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Chicago  and  Eastern  Illinois  Railroad. — Oil  shipped  from  Whit- 
ing to  East  St.  Louis  and  St.  Louis  via  the  Chicago  and  Eastern  Illinois 
was  waybilled  either  by  th(^  agent  at  Dolton,  111.  (the  junction 
point  of  the  Chicago  and  Eastern  Illinois  with  the  switching  mil- 
road  from  Whiting),  or  by  the  Chicago  agent.  In  all  cases,  as  far  ))ack 
as  the  records  were  examined  by  the  agents  of  the  Bureau,  the  way- 
bills on  these  shipments  were  made  out  without  showing  the  rate  of 
freight  or  the  exteiision  of  the  freight  charge.  That  is,  they  were 
blind  bills.  The  word  ''paid"  or  ''prepaid''  was  written  on  each  bill. 
The  local  agent  at  Dolton  or  Chicago  then  made  up  a  statement  for 
each  half  month,  showing  the  numbers  and  weights  of  the  cars,  and 
sent  it  to  the  general  auditor  of  the  railroad  company  for  collection. 
A  copy  of  this  billing  statement  was  sent  by  tlie  auditor  to  the  Stand- 
ard Oil  Company  with  a  summary  bill,  called  hy  the  railroad  company 
a  collection  voucher,  stating  the  amount  of  freight  charges  due.  In 
8ome  cases  these  collection  vouchers  show  on  their  face  the  actual 
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freight  rate  of  6i  cents  per  hundred  pounds  on  shipments  to  East  St. 
Louis,  or  7i  cents  on  shipments  destined  to  St.  Louis.  In  other  cases 
these  mtes  appear,  usually  in  red  ink,  upon  the  copies  of  the  billing 
statements,  having  evidently  been  inserted,  however,  not  by  the  local 
agent  but  in  the  auditor's  office.  The  whole  method  of  waybilling  and 
collecting  charges  was  thus  precisely  the  same  as  that  used  by  the 
Chicago  and  Eastern  Illinois  in  connection  with  the  secret  Grand 
Junction  rate. 

Herewith  is  presented  a  photographic  reproduction — from  a  copy, 
not  from  the  original — of  one  of  the  collection  vouchers  rendered  to 
the  Standard  Oil  Company  by  the  Chicago  and  Eastern  Illinois  Rail- 
road Company,  covering  shipments  during  the  first  half  of  December, 

1904.  A  similar  reproduction  of  one  of  tKe  ^' blind"  waybills  on  oil 
covered  by  this  collection  voucher  is  also  presented. 

Chicago,  Burlington  and  Quincy  Railroad. — The  Chicago,  Bur- 
lington and  Quincy,  as  far  back  as  the  records  were  examined  by  the 
agents  of  the  Bureau,  namely,  to  1900,  handled  shipments  of  oil  from 
Whiting  to  East  St.  Louis  as  freight  is  ordinarily  handled.  That  is, 
the  Chicago  agent  of  the  railroad  entered  on  the  waybills  the  actual 
rate  of  6  cents  per  hundred  pounds  (plus  li  cents  bridge  charge  if  des- 
tined to  St.  Louis  proper),  with  the  correct  extension  of  the  freight 
charges  at  these  fates.  Collection  of  freight  was  also  made  in  the 
customary  manner  directly  by  the  local  agent  at  Chicago.  The  freight 
abstracts  and  all  the  records  relating  to  these  shipments  showed  the 
actual  rates  and  extensions.  As  shown  in  section  9,  however,  this 
manner  of  handling  the  traffic  by  no  means  indicates  that  the  railroad 
company  considered  these  rates  open  and  public. 

Section  9.  Summary  of  evidence  as  to  secrecy  of  the  East  St.  Louis  rate. 

The  officers  of  the  Standard  Oil  Company  have  asserted  that  there 
was  nothing  secret  in  these  low  rates  to  East  St.  Louis,  or  at  least 
that  they  did  not  Know  they  were  secret.  The  facts  already  pre- 
sented clearly  refute  this  contention,  yet  by  way  of  summary  they 
may  here  be  considered  in  their  direct  bearing  on  the  question  of 
secrecy,  together  with  certain  additional  circumstances. 

In  the  first  place,  the  fact  that  shippers  other  than  the  Standard  Oil 
Company  (with  the  single  exception  noted  below)  did  not  know  of  the 
rate,  despite  its  existence  for  fifteen  years,  is  alone  sufficient  evidence 
of  its  secrecy.  Had  the  rate  been  known  to  them,  it  would  almost  cer- 
tainly have  raised  imm(»diate  complaint  of  the  great  discrimination  in 
favor  of  Whiting  and  against  competing  refining  points.  It  is  a  curious 
and  suggestive  fact  that  the  officers  of  the  National  Refining  Com- 
pany, one  of  the  most  enterprising  of  the  independents,  when,  during 

1905,  they  sought  to  secure  from  the  Missouri  Railroad  Commission  a 
reduction  in  the  oil  rate  from  St.  Louis  to  Kansas  City,  referred  to 
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the  18'Cefit  rate  from  Chicago  to  East  St.  Louis  as  being  lower  than 
the  St.  Louis-Kansas  City  rate. 

The  independent  oil  concerns  would,  perhaps,  have  been  more  likely 
to  ascertain  the  actual  rate  paid  by  the  Standard  if  they  had  themselves 
been  shipping  oil  regularly  from  Chicago  to  Eiast  St.  Louis.  The 
Bureau  has,  however,  learned  of  no  case  in  which  they  have  made 
such  shipments. 

The  examination  of  the  shipments  of  several  months  on  each  of  the 
three  railroads  which  made  the  6-cent  rate,  as  well  as  on  the  Illinois 
Central,  disclosed  not  a  single  carload  shipment  of  oil  from  Chi- 
cago, Whiting,  or  adjacent  points  to  East  St.  Louis  by  anj*^  shipper 
except  the  Standard  Oil  Company  and  its  affiliated  concerns  or  indi- 
viduals. Very  rarely  would  there  be  occasion  under  any  circum- 
stances for  an  independent  concern  to  make  such  a  shipment.  Cer- 
tainly so  long  as  the  shippers  supposed  that  the  rate  was  18  cent«  per 
hundred  pounds  they  would  not  make  shipments,  since,  in  all  cases, 
the  oil  would  originate  at  points  farther  east,  whence  it  could  better 
be  shipped  directly  to  East  St.  Louis.  With  a  single  exception  here- 
after mentioned  the  attention  of  the  Bureau  has  been  called  to  no  case 
in  which  independent  shippers  of  oil  have  asked  the  railroads  to  quote 
a  rate  on  oil  in  carloads  from  Chicago  to  East  St.  Louis. 

Chicago  and  Alton  Railroad. — In  the  case  of  the  Chicago  and 
Alton  there  is  conclusive  evidence  of  the  intention  to  keep  the  6-cent 
rate  secret.  This  road  departed  from  its  published  tariffs  oven  more 
clearly  than  the  others,  for  while  the  others  had  only  published  tariffs 
naming  class  rates  from  Chicago  to  East  St.  Louis,  the  Alton  had 
for  a  time  printed  tariffs  which,  though  not  filed  with  the  Interstate 
Commerce  Commission,  might  have  come  to  the  knowledge  of  any 
shipper,  specifically  stating  that  the  rate  on  oil  from  Whiting  to  East 
St.  Louis  was  10  cents  per  hundred  pounds,  whereas  the  actual  rate 
charged  was  only  (>  cents.  • 

The  general  traffic  officers  of  this  railroad  admit  that  the  rate  was 
secret,  defending  it  merely  as  being  a  "  State "  rate  and  saying  that 
the  purpose  was  to  conceal  it  from  other  railroads  and  not  from  ship- 
pers. One  of  the  leading  clerks  in  the  general  freight  department  of 
the  Alton,  however,  told  an  agent  of  the  Bureau  that  his  understand- 
ing was  that  the  G-cent  rate  was  intended  only  for  the  benefit  of  the 
Standard  Oil  Compaii},  and  that  had  any  other  shipper  inquired  for 
rates  he  would  not  have  quotod  the  6-cent  rate.  As  a  matter  of  fact, 
in  October,  1905,  even  after  the  actual  rate  charged  to  the  Standard 
was  raised  from  6  to  10  centos,  ])ut  ])efore  the  tariff  naming  the  latter 
rate  had  been  filed,  the  Chicago  local  station  of  the  Alton  quoted  the 
18-ccnt  rate  to  a  conqx^titor  in  response  to  a  telephone  request  for 
the  rate  from  Chicago  to  East  St.  Louis. 
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The  statement  of  some  of  the  Alton's  representatives  that  the 
desire  was  merely  to  conceal  the  rates  from  other  railroads  and  not 
from  other  shippers  is  highly  improbable.  The  Chicago  and  Alton 
officials  knew,  as  they  admit,  that  the  Chicago,  Burlington  and  Quincy 
was  making  the  same  rate.  They  must  have  known  that  the  Chicago 
and  Eastern  Illinois  was  handling  large  shipments  from  Whiting  to 
East  St.  Louis,  and  that  it  must  therefore  have  had  practically  the 
same  i-ate.  With  the.se  three  railroads  all  carrying  oil  at  substantially 
6  cents  per  hundred  pounds,  there  could  be  little  object  in  concealing 
the  rate  from  the  Wabash  and  the  Illinois  Central,  the  other  direct 
routes  between  Chicago. and  East  St.  Louis,  or  from  the  Santa  Fe 
and  the  Rock  Island,  which  could  only  handle  the  traffic  with  the 
help  of  connecting  lines.  A  clerk  in  the  office  of  the  Illinois  Central, 
in  fact,  stated  to  an  agent  of  the  Bureau  of  Corporations  that,  while 
the  Illinois  Central  had  had  no  rate  on  oil  from  Chicago  to  East  St. 
Louis  except  the  fifth-class  rate  of  18  cents  per  hundred  pounds,  he 
understood  that  this  was  merely  a  *' paper  rate,"  and  that  other  rail- 
roads were  handling  the  oil  much  more  cheaply. 

Even  aside  from  the  admission  by  the  officers  of  the  Alton  that  the 
t)-cent  rate  was  secret,  the  care  with  which  they  refrained  from  show- 
ing it  on  their  ordinary  records  would  tend  strongly  to  prove  that  it 
was  meant  to  be  kept  from  all  shippers  but  the  Standard  Oil  Company. 
False  billing  at  the  published  tariff  rates  and  falsification  of  the 
accounts  of  a  local  agent  to  balance  the  false  billing  are  such  extreme 
measures  that  they  would  not  be  employed  except  with  the  intent  of 
preventing  other  shippers  from  learning  the  true  rate. 

The  officers  admit  that  neither  the  local  agent  at  Chappell  nor  the 
agent  at  Chicago  nor  the  agent  at  East  St.  Louis  had  copies  of  the 
billing  orders  naming  the  6-cent  rate,  or  knew  what  the  rate  was. 
Obviously,  therefore,  if  an}'  shipper  had  asked  the  local  agents  for 
the  rate  to  East  St.  Louis  he  would  have  been  falsely  informed.  It 
is  true  that  in  June,  1905,  when  the  Bureau  of  Corporations  asked 
for  the  rate  from  Chicago  to  East  St.  Louis  the  officers  of  the  traffic 
department  of  the  Chicago  and  Alton  promptly  replied  that  it  was  6 
cents  per  hundred  pounds;  but  this  is  no  evidence  that  the  rate  was 
open.  The  same  inquiry  was  addressed  at  the  same  time  to  the  Bur- 
lington, and  met  with  the  same  response.  Officers  of  the  Chicago  and 
Eastern  Illinois  state  that  there  was  a  meeting  as  a  result  of  these 
inquiries  and  that  all  three  of  the  railroads  agreed  to  raise  the  rate  at 
once.  Evidently  they  did  not  care  to  run  the  risk  of  giving  a  false 
reply  to  a  direct  inquiry  which  would  be  likely  to  be  followed  by 
further  investigation. 

Chicago  and  Eastekn  Illinois  Railroad. — The  situation  of  the 
Chicago  and  Eastern  Illinois  is  somewhat  different  from  that  of  the  other 
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railroads,  because  tariffs  naming  special  rates  on  oil  were  filed  bj'  it 
with  the  Interstate  Commerce  Commission  in  1894  and  again  in  1895, 
the  latter  containing  the  rate  of  Gi  cents.  Nevertheless,  the  proof  is 
clear  that  the  intention  was  to  keep  the  rate  secret  as  far  as  possible, 
and  while  perhaps  conforming  to  the  letter  of  the  law,  to  evade  its 
spirit. 

A  geneml  traffic  officer  of  the  Chicago  and  Eastern  Illinois,  when 
asked  by  an  agent  of  the  Bureau  regarding  the  East  St.  Louis  rate, 
admitted  that  it  was  a  ^'semiprivate"  rate.  He  apparently  did  not 
even  know  that  a  tariff  naming  it  had  ever  been  filed  with  the  Inter- 
state Commerce  Commission;  otherwise  he  would  certainly  have  called 
attention  to  the  fact,  even  though  the  tariff  so  filed  in  1895  was  not 
then  in  force,  but  had  been  canceled  by  an  issue  of  1903  which  named 
the  same  mte  and  which  was  not  filed.  This  officer  stated,  like  those 
of  the  Chicago  and  Alton,  that  the  purpose  of  this  '*semiprivacy" 
was  not  so  much  to  conceal  the  rate  from  competitors  of  the  Standard 
Oil  Company  as  from  other  railroads.  He  virtually  admitted,  how- 
ever, that  the  rate  to  East  St.  Louis  might  iiot  have  been  quoted  to 
independent  oil  shippers,  but  contended  that  if  no  such  shipper  had 
ever  actually  paid  a  higher  rate  there  was  no  illegal  discrimination. 

It  is  more  than  doubtful  whether  any  shipper  but  the  Standard 
would  have  got  the  mte.  In  the  first  place,  it  may  be  noted  that  the 
two  tariffs  of  the  Chicago  and  EavStern  Illinois  naming  the  6i  and  the 
6i  cent  rates  to  East  St.  I^uis,  which  were  filed  with  the  Interstate 
Commerce  Connuission,  read  from  Dolton,  III.,  and  not  from  Chicago. 
The}"  provided  for  the  al)sorption  of  switching  on  shipments  from 
Whiting,  Ind.,  but  said  nothing  whatever  about  Chicago. 

Had  a  would-be  shipper  of  oil  from  Chicago  or  its  suburbs  examined 
the  files  of  the  Interstate  Connnerce  Commission  to  ascertain  rates  to 
East  St.  Louis,  it  would  not  have  occurred  to  him  to  look  for  the  rate 
from  an  ()})scure  junction  point  like  Dolton,  which,  under  ordinary 
practice,  would  take  the  same  rates  as  Chicago  to  all  points.  He 
would  have  looked,  naturally,  for  the  rate  from  Chicago  or  from 
Whiting.  Similarly,  if  he  had  addressed  an  inquir}'^  to  the  general 
officers  or  to  the  local  agent  of  the  railroad,  it  would  not  have  covered 
Dolton. 

To  show  how  easih"  this  might  occur:  An  independent  jobber  of  oil 
at  Chicago,  in  Octo))cr,  llH)o,  in  the  presence  of  an  agent  of  the  Bureau, 
asked  the  local  rate  clerk  of  the  Chicago  and  Eastern  Illinois  at 
Chicago  to  quote  mtes  from  Chicago  to  Momence  and  Benton,  111. 
He  was  named,  over  the  telephone,  the  regular  fifth-class  rates — 11.2 
cents  to  Momence  and  15.8  cents  to  Benton — whereas  the  railroad  had 
a  tariir,  filed  with  the  Interstate  Commerce  Commission,  from  Dolton, 
within  the  Chicago  ''switching  limits,"  naming  a  rate  to  Momence  of 
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3  cents  and  to  Benton  of  10  cents,  both  rates  applying  also  from 
Whiting,  which  is  supposed  to  take  the  same  rates  as  Chicago. 

All  this  goes  to  show  that  the  filing  of  rates  with  the  Interstate 
Commerce  Commission  does  not  alone  give  them  adequate  publicity, 
liates  may  be  made  to  read  from  unusual  and  improbable  points  so 
that  the  ordinary  shipper  could  not  be  expected  to  ascertain  them. 

It  is  true  that  the  tariff  of  1903,  which  canceled  the  previous  issues 
but  named  the  same  rate  to  East  St.  Ix)uis,  read  both  from  Chicago 
and  from  Dolton;  but  this  tariff,  as  has  been  pointed  out,  was  not 
not  filed  with  the  Interstate  Commerce  Commission. 

As  to  compliance  with  the  other  requirement  of  the  law  which 
seeks  to  secure  publicity  of  i*ailroad  i-ates — that  tariffs  shall  be  con- 
spicuousl}^  posted  in  the  offices  of  the  local  stations  from  which  they 
apply — it  is  impossible  to  obtain  definite  proof.  This  requirement 
is  frequently  neglected,  either  intentionally  and  wuth  the  purpose  of 
concealing  rates  or  merely  to  save  trouble.  The  records  of  the  Chicago 
and  Eastern  Illinois  state  that  the  local  agent  at  the  Chicago  station 
and  the  local  agent  at  the  Dolton  station  wei'e  both  furnished  copies 
of  the  tariff  of  1903  naming  the  6i-cent  rate  to  East  St.  Louis,  but 
this  fact  does  not  prove  that  the  tariffs  were  posted  or  that  the 
agents  w  ere  authorized  to  name  the  i*ates  to  shippers  other  than  the 
Standard  Oil  Company. 

A  further  indication  of  the  secrecy  of  the  6i-cent  rate  of  the  Chi- 
cago and  East(»rn  Illinois  is  this:  In  October,  1905,  a  special  agent  of 
the  Bureau  of  Corporations  submitted  to  the  general  traflSc  officers  of 
this  railroad  a  schedule  calling  for  the  rates  in  force  from  Whiting 
to  various  points  a,s  of  date  December  15,  1904.  In  filling  out  this 
schedule  the  rate  to  East  St.  Louis  was  entered  jis  10  cents  per  hun- 
dred pounds.  The  agent  of  the  Bureau  inquired  whether  this  rate 
had  actually  been  in  effect  continuously,  thus  indicating  his  suspicion 
that  it  had  not  be<»n  in  effect  December  15,  1904;  whereujwn  the  true 
rate  was  disclosed. 

Cim^AGO,  BuRi.iN(iT()N  AND  QuixcY  Railroad.-  The  general  freight 
agent  of  this  niilroad,  asserts  that  the  O-cent  rate  on  oil  from 
Chicago  to  East  St.  Louis  was  not  intended  to  be  a  secret  rate, 
and  that  it  would  have  been  given  to  any  shipper  who  might  have 
offered  traffic.  In  support  of  this  contention  it  may  be  argued  that 
the  billing  orders  and  special  tariffs  of  the  Chicago,.  Burlington  and 
Quincy  naming  the  6-cent  rate  contain  on  theii*  face  a  statement  that 
the  rate  should  be  given  to  all  shippers.  This,  howev.er,  is  obviously 
inconclusive.  The  lailroad  company  may  have  relied  upon  the  strong 
probability  that  no  shipper  other  than  the  Standard  Oil  Company 
would  ever  even  inquire  regarding  the  rates  from  Chicago  and 
Whiting    to  East  St.  Louis,  or  that   if   such  inquiry  were  made  it 
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would  be  addressed  to  the  fj^eneral  freight  agent  rather  than  to  the 
local  agent.  The  fact  that  the  issues  naming  the  6-cent  rate  were 
not  called  taritt's,  })ut  '' billing  rates,''  and  the  fact  that  thej'  were  not 
tiled  with  the  Interstate  Couimeree  Commission,  show  that  the  railroad 
company  aimed  to  keep  th(»  rate  secret. 

The  officers  of  the  Standard  have  urged  that  the  facit  that  the 
Chicago,  Burlington  and  Quincy  did  not  resort  to  any  secret  device  of 
waybilling  or  accounting  to  conceal  the  rate  shows  that  it  was  not 
meant  to  be  secret,  and  that  it  must  have  l)een  known  at  least  to  a  large 
numlier  of  the  employees  of  the  road.  It  is  not  the  custom  of  railway 
employee.s,  however,  to  divulge  the  business  of  their  companies  nor 
are  the  records  of  billing  and  accounting  open  to  the  public.  The 
Bureau  has  discovered  not  a  few  other  cases  where  rates,  though 
actually  entin^ed  on  waybills,  were  absolutely  secret. 

Over  against  these  contentions  as  to  the  open  character  of  the  rate 
must  be  put,  in  the  first  phu^e,  the  fact  that  when,  several  months 
after  the  ()-cent  rate  had  })een  abolished  by  the  Chicago,  Burlington 
and  Quincy,  the  Bureau  of  Coi-porations  asked  the  company  for  the 
rates  which  had  been  in  force  in  December,  1904,  from  Whiting  to 
various  destinations,  a  statement  was  furnished  which,  while  it  showed 
the  correct  rate  of  6  cents  to  East  St.  Louis,  showed  also  that  an  era- 
sure had  been  made  before  entering  this  rate. 

Again,  during  Octol^er,  11M)5,  at  the  request  of  an  agent  of  the 
Bureau,  an  independent  oil  jobbing  concern  in  Chicago  telephoned  to 
the  local  Chicago  agent  of  the  Chicago,  Burlington  and  Quincy  ask- 
ing the  rate  on  oil  in  carloads  from  Chicago  to  East  St.  Louis.  The 
quotation  given  was  18  cents  per  hundred  pounds,  the  regular  tifth- 
class  rate.  At  this  time  the  rate  actually  being  applied  was  10  cents 
per  hundred  pounds,  and  the  tariff  of  the  Chicago,  Burlington  and 
Quincy  naming  this  rate  read  directly  from  Chicago  and  stated  on 
its  face  that  the  rate  was  to  be  given  to  all  shippers.  This  tariff 
had  not,  however,  been  filed  with  the  Interstate  Commerce  Commis- 
sion, and  it  was  apparently  considered  (juite  as  much  a  secret  tariff 
as  that  which  had  named  the  Ti-cent  rate. 

Finally,  the  fact  that  the  Chicago  and  Alton  and  the  Chicago  and 
pjastern  Illinois  railroads  took  such  pains  to  conceal  it  leads  tx)  the 
beli(»f  that  the  officers  of  th'}  Chicago,  Burlington  and  Quincy  also 
treated  tlie  <)-cent  rat(»  as  secret,  ev(»n  if  they  did  not  take  the  same 
special  precautions  to  keep  it  secret  which  the  other  railroads  did. 

Section  10.  Complicity  of  the  Standard  Oil  Company  in  secrecy. 

The  traffic  manag(»r  of  the  Standard  Oil  Company  stated  that  the 
Standard  had  always  assumed  that  the  East  St.  Louis  rates  of  the 
Alton,  the  Burlington,  and  the  Chicago  and  Eastern  Illinois  were 
entirely  open  and  would  be  available  to  any  shipper.     He  said  that 
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the  Standard  Oil  Company  was  under  no  obligation  to  see  to  it  that 
the  railroad  companies  tiled  their  tariffs  with  the  Interstate  Commerce 
Commission.  If  the  railroads  saw  fit  to  adopt  the  theory  that  ship- 
ments from  Whiting  to  East  St.  Louis  could  properl}^  be  carried  on 
State  tariffs  not  filed  with  the  Commission,  it  was  not  for  the  Standard 
to  question  the  propriety  of  this  attitude. 

This  official  claimed  further  that  the  officers  and  employees  of  the 
Standard  Oil  Company  had  no  \vay  of  knowing  whether  the  railroad 
companies  were  trying  to  keep  the  rate  secret  or  not.  If  they  were, 
he  said,  it  was  obviously  for  the  purpose  of  concealing  the  rates  from 
competing  railroads,  and  was  not  done  at  the  instance  of  the  Standard 
Oil  Compan3\  lie  added  that  he  and  the  other  traffic  officers  of  the 
Standard  did  not  know  that  the  oil  shipped  by  the  Alton  from  Whit- 
ing to  East  St.  Louis  was  being  falsely  waybilled.  Ho  claimed  also 
not  to  have  definite  knowledge  that  the  Chicago  and  Eastern  Illinois  was 
blind-billing  this  oil,  but  added  that  if  it  were  doing  so  that  would  not 
necessarily  be  an  indication  of  a  secret  rate.  Finally,  he  urged  that 
the  Chicago,  Burlington  and  Quincy  Railroad  had  billed  the  oil  in  the 
usual  manner  at  the  G-cent  rate  and  collected  the  charges  in  the  usual 
manner,  and  that  this  would  properly  })e  considered  by  the  Standard 
Oil  Company  as  an  indication  not  only  that  the  Burlington  was  treat- 
ing the  rate  as  open,  but  that  the  other  railroads  must  be  doing  so 
also. 

There  can  be  no  doubt,  however,  that  the  Standard  Oil  Company  was 
in  complicity  with  the  railroads  in  seeking  to  keep  the  East  St.  Ix>uis 
rate  secret.  As  already  stated  in  Chapter  VI  clear  evi(lcnces  of  such 
collusion  with  reference  to  the  Grand  Junction  and  the  Evansville  rates 
were  found  in  the  correspondence  files  of  the  Chicago  and  Eastern 
Illinois  Railroad.  The  employees  of  this  compan}'^  stated  that  the 
correspondence  file  relating  to  the  East  St.  Ix)uis  tariffs  had  been 
lost,  but  that  they  supposed  it  (jontained  the  instructions  for  blind 
billing. 

The  fact  that  the  Standard  would  obviously  be  the  chief,  if  not  the 
only,  beneficiar}"  of  such  secrecy  is  alone  a  very  strong  indication  that 
the  rate  to  East  St.  Louis  was  kept  secret  at  the  instance  of  the 
Standard.  There  are,  however,  other  proofs  of  a  less  inferential 
character. 

(1)  The  traffic  department  of  the  Standard  Oil  Compan}-  certainly 
had  copies  of  the  tariffs  of  the  Chicago  and  Alton  Railway  which 
specifically  named  a  rate  of  10  cents  on  oil  from  Whiting  to  East 
St.  Louis  at  a  time  when  the  actual  charge  was  (>  cents.  These 
same  tariffs  named  i-atos  which  were  being  used  to  many  other  places 
in  Illinois,  and  the  Standard,  which  always  keeps  well  informed  as  to 
rates,  must  have  had  them  for  use  in  connection  with  its  shipments. 

(2)  The  Standard  Oil   Company  had  .copies  of   the  si)ecial  ])illing 
H.  Doc.  812,  50-1 24 
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orders  of  the  Burlington  and  the  Alton  naming  the  6-cent  rate,  and 
the  peculiarity  of  their  terms  at  once  calls  attention  to  the  irreg- 
ularity of  the  i*ate.  The\'  were  clearly,  on  their  face,  not  regular 
tariffs,  and  the  issues  of  the  Alton  provided  for  an  unusual  method  of 
collect irit]^  the  charges. 

(3)  The  traffic  officers  of  the  Standard  Oil  Company  must  have 
known  that  the  Chicago  and  Eastern  Illinois  Railroad  was  blind  billing 
the  oil  to  East  St.  Ix)uis,  though  they  may  not  have  seen  the  ai^tual 
waybills.  The  rate  and  the  freight  charges  were  not  shown  on  the 
statements  of  billing  which  were  rendered  to  the  Standard  each  half 
month  in  connection  with  the  collection  vouchers,  as  they  would  have 
been,  in  all  prolmbility,  had  the  waybills  shown  them.  While,  as 
shown  in  Chapter  1,  blind  billing  is  sometimes  used  without  any  design 
of  concealing  rates,  it  is  much  oftener  intended  for  that  purpose,  and 
the  officers  of  the  Standard  Oil  Company  knew  that  fact.  Moreover, 
the  evidence  in  Chapter  VI  shows  that  the  officers  of  the  Standard 
were  a  party  to  the  adoption  of  blind  billing  for  shipments  over  the 
same  railroad  from  Chicago  to  Grand  Junction,  where  thQ  purpose 
was  very  clearly  to  conceal  the  i^ate. 

(4)  The  mere  fact  that  both  the  Chicago  and  Eastern  Illinois  and 
the  Chic^ago  and  Alton  collected  their  freight  charges  on  oil  from 
Whiting  to  East  St.  Louis  by  the  unusual  method  of  presenting  a  sum- 
mary })ill  through  the  auditor's  office,  instead  of  by  the  usual  method 
through  the  local  agent,  would  show  the  Standard  Oil  Company  that 
tlie  railroads  were  keeping  the  rates  secret.  This  method  of  collection 
was  used  on  shipments  to  East  St.  Louis,  Evansville,  and  Grand  Junc- 
tion, and  on  such  shipments  only;  and  it  has  been  shown  elsew^here 
that  the  officers  of  the  Standard  Oil  Compan\'  knew  that  the  Evans- 
ville rate  and  the  Grand  Junction  rate  were  secret.  On  all  the  num- 
berless shipments  by  the  Standard  from  Whiting  the  records  of  the 
railways  examined  hy  the  Bureau  of  Corporations,  which  included 
most  of  the  systems,  showed  no  case  where  freight  charges  were  col- 
lected through  the  auditor's  office  except  on  shipments  under  these 
secret  rates  to  East  St.  Louis,  Evansville,  and  Grand  Junction, 

(5)  Against  the  statement  that  the  officers  of  the  Standard  Oil  Com- 
pany did  not  know  that  the  Chicago  and  Alton  was  billing  oil  falsely 
stands  the  fact  that  ])illing  statements  rendered  to  the  Standard  Oil 
Company  showed  tlie  taritl'  rates  in  certain  cases.  The  statements  of 
billing  in  connection  with  the  semimonthly  collection  bills  did  not 
usually  show  the  rates  at  which  the  oil  had  been  waybilled.  The 
statcMuent  of  billing  for  the  second  half  of  F'ebruary,  1903,  however, 
as  shown  In-  the  press  copy  in  the  office  of  the  Alton,  did  show  on  its 
face  the  published  rate  of  10  cents  per  hundred  pounds,  with  the 
extension  of  freight  charges  at  that  rate  opposite  each  car  num- 
ber.    The  very  page  of  this  ])illing  statement  on  which  the  actual 
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freight  charges  were  computed  at  6  cents  per  hundred  showed  also  an 
ahsti-act  of  tlie  wa3^bills  of  some  of  these  cars  at  the  10-cent  rate.  A 
copy  of  the  page  referred  to  is  given  below,  together  with  a  copy  of 
the  corresponding  collection  bill. 


TiiK  (-HicAdo  cS:  Alton  Railway  (-ompanv. 

STATEMKNT  OF  BILL1N(J   FROM  CHAPPELL  TO  K.  ST.  LOUIS. 


Way- 1    ^.^^    \ 


I>at«.'.  :   bill    v*'  Coiisignet!.  Destination.  !  Articles. ;  Weight. 


(II-  I    192       54W  1  OberN\wterGlai«Co.    E.  St.  U>uis..|  Oil •    28, < 


legi- 
ble.] 


203       5185 


.do. 


.do . 


.do... I    28,896 


57,856 


Kate. 


Prepd. 


28.96 
28.89 


57.85 


Adv. 
chgH. 


3.60 
3.50 


7.00 


RECAPITULATION  FEBY,  1903,  STANDARD  OIL  CO. 


111. (ilass Co '  Alton ' 

Am.  Steel  Fdy.  Co !  Granite  City. 

Waters  P. Oil  Co !  E.St.  Louis  ..I 


Republic  O.  Co 

Ober  Nestor  G.  Co  . 


St.Louis ! I    48,000 


E.St.U>ui8.. 


234,925 

6 

2^n,519 

6 

39,008 

6 

48,000 

«6 

57,856 

G 

366.78 
«»9.00 

611,308 

6 

875.78 

«  Plus  84.50  r>er  ear. 


h  Plu.s  $4.50  per  car  swg.  Republic  O.,  2  cars. 


[Colleetion  bill.] 


Kemit  to  Please  quote  audit  num- 

II.  E.  R.  Wood,  Assistant  Treasurer,        berwhen  remittinp. 
Chicago,  III. 

Standanl  Oil  Cbiiipany.  '  Audit  Xo. | 

Address,  Chicago,  111.  Dept.  No.  ' 

Credit, .  Month,       

To  TiiK  Chicago  &  Alton  Railway  Company,  Dr. 
1908. 
Moil.  14.  For  frt'ipht  chargcH  on  oil,  February,  1903,  as  per  statement 

attaoluMl  $:^75.78    | 

Pd.  3/17/03. 
Correct: 

J.  II.  Howaki),  (1if.  CIL  Frt.  ArctH. 
If  an  error  be  found  in  thin  bill,  return  with  all  papers  t<>  auditor,  Chicago,  111. 


The  billing  statemont  for  the  first  half  of  March,  1903,  was  similar 
in  form,  except  that  some  of  the  entries  of  rates  and  of  charges  on 
the  basis  of  10  cents  per  hundred  had  })een  struck  through  with  a  pen; 
there  were  others  which  were  left  unchanged.  Again,  for  September, 
1903,  a  statement  of  billing  was  rendered  which  showed  opposite  each 
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car  the  rate  of  10  cents  per  hundred,  although  the  freight  charges  were 
not  extended  at  that  rate;  the  actual  freight  collected  was,  as  usual, 
6  cents  per  hundred.  An  intelligent  traffic  officer  of  the  Standard  Oil 
Company  could  not  fail  to  know  from  these  papers  that  the  Alton  had 
billed  oil  at  10  cents  while  collecting  at  6  cents. 

(6)  The  traffic  manager  of  the  Standard  Oil  Company,  in  support  of 
his  contention  that  the  6-cent  rate  from  Whiting  to  East  St.  Louis 
was  not  secret,  stated  that  a  similar  rate  had  been  used  some  3'ears 
ago  by  the  Indiana  Pij^e  Line  and  Refining  Company,  a  concern  for- 
merly owned  by  the  Cudahy  interests.  As  a  matter  of  fact,  this  cir- 
cumstance only  goes  to  confirm  the  assertion  that  the  I'ate  was  secret. 
A  former  officer  of  the  Indiana  Pipe  Line  and  Refining  Company 
admits  that  several  years  ago  that  company  had  a  rate  from  Kanka- 
kee, 111.,  the  western  terminus  of  its  pipe  line,  to  East  St.  Louis  of  5 
cents  per  hundred  pounds;  or,  adding  the  bridge  charge  licross  the 
Mississippi  River,  a  rate  from  Kankakee  to  St.  Louis  of  Oi  cents. 
But  he  stated  that  this  rate  wius  obtained  only  l)ecau8e  one  of  the  em- 
ployees of  the  concern  had  previoujjly  been  employed  by  the  Stand- 
ard Oil  Company  and  i^new  of  the  secret  favors  obtained  by  the 
latter  from  railroads  leading  out  of  Chicago.  Because  of  this  knowl- 
edge, the  Indiana  Pipe  Line  and  Refining  Company,  according  to  this 
representative,  was  in  a  position  to  threaten  exposure  if  it  was  not 
granted  the  same  favors.  The  fact  that  the  Cudahy  interests  were 
large  shippers  of  other  freight  which  they  could  divert  from  lines 
refusing  to  meet  this  demand  was  also  a  consideration. 

In  this  connection  it  is  interesting  to  note  that  the  Indiana  Pi|)e 
Line  and  Refining  Company's  refinery  at  Kankakee  was  only  just  com- 
pleted when  it  was  purcliascd,  ostensil)ly  by  an  English  concern,  which 
at  once  dismantled  it.  Little  seems  to  be  known  about  this  English 
company,  ])ut  the  former  officers  of  the  Indiana  company  believe  it 
was  only  a  cloak  for  the  Standai'd  Oil  Company.  It  is  exceedingly 
difficult  to  understand  why  a  genuine  English  concern  should  buy  an 
American  refinery  for  the  i)urpose  of  dismantling  it.  Whoever  the 
r<*a]  purchasers  may  have  been,  the  fact  is  that  the  Indiana  Pipe  Line 
and  Refining  Company  ceased  to  be  a  competitor  of  the  Standard. 

(7)  Finally,  as  an  evidence*  tliat  the  Standard  Oil  Company  consid- 
<^red  tlic  rate  from  Whiting  to  East  St.  Louis  secret,  stands  the  fac»t 
that  in  1901  it  reported  to  the  United  States  Industrial  Commission  a 
higlier  rate  from  Whiting  to  Little  Rock,  Ark.,  than  could  be  made  by 
tli(*  secret  combination  }>ased  on  St.  Louis.  This  quotation  of  the  rate 
to  Little  Rock  was  made  in  August,  11M)1,  in  a  table  of  rates  fur- 
nished by  the  Standard  Oil  Company,  through  Mr.  John  D.  Archl)old, 
in  reply  to  the  re(iuest  of  the  Industrial  Conmiission.  The  rate 
quoted  was  80^  cents,  while  by  coni])ining  the  secret  6-cent  rate  from 
Whiting  to  East  St.  Louis  with  the  rate  from  St.  Ijouisto  Little  Bock 
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a  total  charge  of  26  cents  was  a(*tually  being  paid.  It  should  be 
added  that  the  Bureau  has  been  unable  to  discover  any  published  tariff 
authority  for  the  rate  of  30i^  cents  quoted  b}'^  the  Standard  Oil  Com- 
pany, though  at  that  time  the  Chicago  and  Alton  had  in  a  printed  but 
unfiled  tariff  a  mte  of  10  cents  from  Whiting  to  Eiast  St.  Louis,  which 
would  make  the  through  rate  to  Little  Rock  30  cents. 

These  considerations  make  it  certain  that  the  Standard  Oil  Company 
knew  that  the  railroads  were  seeking  to  conceal  the  6-cent  rate.  The 
fact  that  the  Cliicago,  Burlington  and  Quincy  was  handling  the  billing 
in  the  usual  manner  would  not  indicate  the  contrary  to  them.  Nor, 
for  the  reasons  assigned  in  section  9  above,  does  the  argument  that 
the  officers  of  the  Standard  Oil  Company  would  naturally  assume  that 
such  secrecy  was  intended  simply  to  conceal  the  rate  from  other  com- 
peting railroads  and  not  from  competitors  of  the  Standard  possess 
any  force.  It  is  only  reasonable  to  believe  that  the  whole  scheme  of 
the  6-cent  rate,  including  both  the  failure  to  file  the  tariffs  with  the 
Interstate  Commerce  Commission  and  the  secret  methods  of  billing, 
was  devised  with  the  knowledge  and  at  the  suggestion  of  the  Standard 
Oil  Company,  and  primarily  for  the  purpose  of  concealing  the 
extraordinarily  low  rates  from  its  competitors. 

n.  GENERAL  RATE  CONDITIONS  IN  SOUTHWESTERN  TERRITORY. 

Section  11.   Failure  of  southwestern  lines  to  prorate  on  oil. 

Rates  on  the  Standard  Oil  Company's  shipments  into  a  very  large 
proportion  of  the  Southwestern  States  have  been  based  on  the  secret 
rate  of  6  cents  from  Whiting  to  East  St.  Louis.  Into  most  of  this 
territory  no  through  i-ates  on  oil  are  named  from  Chicago  or  from 
points  east  of  Chicago,  but  the  rates  must  be  made  up  by  combination 
based  on  St.  Louis.  There  are  other  sections  which  have  through 
mtos  from  Chicago,  usually  only  5  cents  higher  than  the  rates  from 
St.  Louis-.  On  shipments  to  such  jwints  the  Standard  Oil  Company  if 
it  used  the  secret  rate  combination,  as  it  sometimes  did,  had  to  pay  1  cent 
per  100  pounds  more  than  the  open  through  rates.  These  open 
through  rates  giv  the  Standard  a  great  advantage  over  its  eastern 
competitors;  for  even  when  through  rates  are  named  from  Chicago  into 
the  Southwest,  none  are  named  from  more  easterly  refining  points. 

The  territory  into  which  through  rates  on  oil  are  named  from  Chi- 
(^ago  includes  southwestern  Missouri,  Indian  Territory,  Oklahoma, 
and  some  river  points  in  Louisiana.  To  the  larger  part  of  the  south- 
ern half  of  Missouri,  to  all  of  Arkansas  except  Helena,  to  Texas  and  New 
Mexico,  and  to  Louisiana,  except  points  on  the  Mississippi  River,  there 
are  no  through  published  rates  on  oil  from  Chicago,  and  the  Standard 
Oil  Company  has  reached  these  points  by  combinations  of  the  local 
rates  from  St.  Louis  with  the  secret  rates  from  Whiting. 
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B}"  reason  of  the  extraordinary  difference  between  the  rates  to  St, 
Louis  from  Whiting  and  from  competing  points,  the  Standard  'Oil 
Company  has  enjoyed  a  great  advantage  on  shipments  into  the  great 
territory  thus  reached  only  on  combination  i-ates.  The  farther  ship- 
ments go  beyond  St.  Louis  the  more  unreasonable  is  it  that  such 
marked  differences  should  exist.  That  is  to  say,  on  very  distant  ship- 
ments the  railroad  companies,  under  their  ordinary  practice,  pay  less 
attention  to  differences  of  distance,  and  are  more  likely  to  put  different 
shipping  points  on  an  equality,  or  an  approximate  equality.  Thus, 
the  distance  from  Whiting  to  points,  say  in  central  Texas,  is  over 
1,0(X)  miles.  The  distance  from  Toledo  is  only  150  miles  more.  On 
hauls  of  this  length  railroads  would  not  usually  make  a  difference 
of  more  than  6  cents  per  100  pounds  on  low-grade  commodities  like 
oil.  As  a  matter  of  fact,  Toledo  has  bntil  recently  had  to  pay  11 
cents  per  100  pounds  more  than  Whiting  on  oil  shipped  to  these  great 
distances. 

Territory  to  which  through  rates  are  not  named  from 
Whiting. — The  unreasonable  difference  in  local  rates  to  East  St. 
Louis  from  Whiting  and  from  competing  ^wints,  and  the  failure  of  the 
southwestern  lines  to  make  prorating  arrangements  for  through  rates 
on  oil  from  Whiting  to  the  larger  part  of  the  Southwest  are  interrelated 
conditions.  Had  it  not  been  for  the  secret  rate  of  6  cents  per  hundred 
pounds  from  W^hiting  to  East  St.  Louis,  the  southwestern  railroads 
would  undoubtedly  have  been  asked  to  join  in  prorating  arrangements 
on  oil  from  Whiting  to  all  southwestern  points.  Under  such  prorating 
arrangements  the  through  rates  from  Whiting  might  readily  have  l>een 
the  same  as  they  were  under  the  combination  based  on  St.  Louis,  the 
southwestern  lines  merely  shrinking^their  proportions  somewhat  below 
the  local  rates  and  the  lines  between  Chicago  and  St.  Louis  obtaining 
proportions  somewhat  larger  than  the  actual  secret  local  rate  of  G  cents. 
It  was,  however,  unnecessary  for  the  southwestern  lines  to  join  in  pro- 
rating arrangements  to  this  territory  so  long  as  the  railroads  from 
Chicago  to  East  St.  Louis  were  willing  to  make  so  low  a  rate  as  0 
cents  per  hundred  pounds.  P>en  in  the  sections  to  which  they  did 
join  in  through  rates  from  Chicago,  th<»re  was  little  actual  difference 
from  the  combination  of  local  rates. 

On  nearly  all  commodities  but  oil  the  southwestern  lines  do  join  the 
lines  leading  up  to  the  Mississippi  River  in  making  through  rates  from 
all  leading  points  in  the  northern  and  northeastern  States  to  an  exten- 
sive territory  in  the  Southwest.  Tariffs  naming  rates  to  Arkansas, 
Louisiana,  and  Texiis  show  conspicuously  on  their  face  exceptional 
treatment  of  oil.  These  tariffs  name  through  rates  both  on  classes 
and  on  scores  of  special  commodities,  not  only  from  St.  Louis  or 
other  Mississippi  River  gateways,  but  also  from  Chicago,  Toledo, 
Cleveland,  and   northern  territory  generally.     If  they  do  not  give 
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the  rates  specifically,  the}^  contain  provisions  for  differentials  above 
the  St.  Louis  rates  from  the  various  so-called  "defined  territories" 
of  the  Northern  States.  On  oil,  and  usually  on  oil  alone,  they  state 
in  terms  that  the  rates  from  all  points  east  of  St.  Louis  to  destina- 
tions in  Arkansas,  Louisianai,  and  Texas  must  be  the  sum  of  the  locals. 

Oil  is  carried  at  relatively  much  lower  rates  in  many  parts  of  the 
Southwest  than  in  the  West  and  Northwest.  Instead  of  taking  fifth- 
class  rates  under  the  Western  Classification,  oil  is  usually  handled 
out  from  St.  Louis  at  special  commodity  rates,  which,  to  Arkansas, 
Texas,  and  Louisiana  points,  are  usually  from  one-fourth  to  one-half 
below  fifth  class.  Oil  rates  to  these  points  correspond  more  closely 
to  the  rates  of  class  C  or  class  D  of  the  Western  Classification  than  to 
fifth  class.  Now,  on  commodities  of  classes  C  and  D  the  railroads  of 
the  Southwest  usually  provide  that  the  rates  from  Chicago  to  points 
in  Arkansas,  Texas,  and  Louisiana  shall  be  6  to  7  cents  per  hundred 
pounds  above  the  rates  from  St.  Louis;  that  the  rates  from  Toledo 
and  Cleveland  shall  be  usually  5  (sometimes  6)  cents  above  the  rates 
from  Chicago;  and  that  the  rntes  from  Pittsburg  shall  be  usually  9 
(sometimes  10)  cents  above  the  rates  from  Chicago.  In  other  words, 
if  the  southwestern  railroads  had  prorating  arrangements  on  oil,  as 
they  have  on  other  commodities  of  similar  grade,  the  Toledo  refiner 
would  have  to  pay  5  or  6  cents  per  hundred  pounds  more  to  reach 
Arkansas,  Texas,  and  Louisiana  than  the  Standard  Oil  Company  ship- 
ping from  Whiting.  For  years  he  has  actually  paid  to  most  points 
11  cents  more.  The  Cleveland  refiner,  under  prorating  arrange- 
ments, would  also  have  to  pay  6  or  6  cents  more  than  Whiting;  he 
has  usually  paid  13^  cents  more.  The  Pittsburg  refiner  would  have 
to  pay  9  or  10  cents  more  than  Whiting  instead  of  usually  18^  cents 
more.  The  failure  of  the  southwestern  lines  to  prorate  on  oil  to  these 
three  States,  combined  with  the  existence  of  the  secret  G-cent  rate  from 
Whiting  to  St.  Louis,  has  meant,  therefore,  that  the  Toledo  refiner 
has  been  placed  at  a  disadvantage,  compared  with  the  Standard  Oil 
Company,  of  5  or  6  cents  per  hundred  pounds  more  than  was  reason- 
able; the  Cleveland  refiner  at  an  excessive  disadvantage  of  7i  or  8i 
cents,  and  the  Pittsburg  refiner  at  an  excessive  disadvantage  of  Si  or 
9i  cents. 

The  attitude  of  the  southwestern  lines  in  refusing  to  prorate  on  oil 
from  refining  points  east  of  Chicago  is  entirely  natural,  so  far  as 
territory  is  concerned  to  which  no  through  rates  have  been  named  from 
Whiting.  With  respect  to  such  territory  the  southwestern  lines  have 
acted  under  a  motive  similar  to  that  of  the  lines  leading  west  from 
Chicjigo,  in  refusing  to  make  proi*ating  arrangements  on  oil  from  east 
of  Whiting;  that  is  to  say,  by  reason  of  the  secret  low  rate  from 
Whiting  to  St.  Louis  they  could  collect  their  full  local  charges  from 
St.  Louis  to  destination  on  practically  all  the  oil  which  was  needed  in 
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that  territory.  The  Standard  Oil  Company  was  able  to  supply  the 
entire  territory  from  Whiting,  and  so  long  as  the  railroads  from 
Chicago  and  East  St.  Louis  were  willing  to  assume  the  entire  burden 
of  low  rates  there  was  no  occasion  for  the  southwestern  lines  to  reduce 
their  revenue  by  prorating.  If  they  had  prorated  on  oil  from  Toledo, 
Cleveland,  and  eastern  refining:  points,  they  would  have  had  to  accept 
a  smaller  revenue  on  part  of  their  oil  traffic.  The  discrimination 
against  independent  refiners,  so  far  as  such  territory  is  concerned, 
was  due  chiefly  to  the  action  of  the  lines  from  Chicago  to  East 
St.  Louis. 

Nevertheless,  if  the  southwestern  lines  knew  that  oil  was  being 
brought  to  St.  Louis  so  cheaply  (though  such  of  their  officers  as  have 
discussed  the  matter  claim  that  they  did  not  know  it)  the^'  should 
have  cooperated  with  the  Central  Freight  Association  lines  in  aiming 
to  put  the  competitive  refiners  farther  east  more  nearly  on  an  equality. 
That  is,  the  railroads  from  points  like  Toledo,  Cleveland,  and  Pittsburg 
to  St.  Louis  should  have  been  willing  to  accept  proportional  rates  to 
St.  Louis  on  oil  destined  into  the  Southwest  lower  than  their  local  rates 
to  St.  Louis,  and  the  southwestern  lines  should  have  been  willing  to 
accept  also  somewhat  lower  proportions  on  oil  thus  received  from 
competing  refining  points. 

TERRnORY  INTO   WHICH   THROUGH   RATES   ARE   NAMED   FROM  WhIT- 

ING. — So  far,  however,  as  territory  is  concerned  into  which  the  south- 
western railways  did  prorate  on  oil  from  Chicago,  they  were  respon- 
sible for  any  discrimination  against  the  competing  refiners  in  that  they 
did  not  prorate  also  on  oil  coining  from  Toledo,  Cleveland,  and  farther 
east.  They  did  accept  on  oil  coming  from  Chicago  to  southwestern 
Missouri,  Indian  Territor}',  and  Oklahoma  a  proportion  lower  than 
their  local  rates  from  St.  Louis,  while  they  charged  their  full  local 
rates  on  oil  coming  from  other  refining  points.  For  example,  on  ship- 
ments from  Chicago  to  Springfield,  Mo.,  which,  as  shown  in  section 
15  below,  are  exceedingly  important,  the  St.  Louis  and  San  Fran- 
cisco Railroad  accepts,  as  its  proportion  of  tlie  through  rate  of  21 
cents,  {)  cents  for  the  haul  from  St.  Louis  to  Springfield,  while  on  oil 
coming  from  farther  east  it  collects  its  full  local  rate  of  16  cents  per 
100  pounds.  In  thus  making  through  oil  rates  from  Chicago  and 
not  from  points  farther  east,  however,  the  southwestern  lines  have 
merely  followed  the  same  policy  whicli  they  pursue  with  respect  to 
traffic  generally.  On  classilied  articles  as  well,  through  rates  are 
made  to  Missouri,  Indian  Territory,  and  Oklahoma  points  from  Chi- 
cago, but  not  from  places  like  Toledo,  Cleveland,  and  Pittsburg.  The 
railroads  leading  from  St.  Louis  state  that  thc^y  are  forced  to  prorate 
on  traific  fiom  Chicago  because  other  railroads  which  reach  Chicago 
directly  serve  this  same  territory.  To  criticise  the  policy  as  to  oil 
would  therefore  involve  discussion  of  a  much  wider  question.     Nev- 
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ertheless,  it  is  not  inappropriate  to  call  attention  to  the  marked 
difference  in  oil  rates  resulting  from  this  action. 

To  southwestern  Missouri,  from  Springfield  on,  including  many 
towns  in  the  populous  lead  belt  on  the  border  of  Kansas,  the  rates 
from  Whiting  are  in  all  eases  6  cents  per  100  pounds  higher  than  the 
rates  from  St.  Louis;  from  Toledo  the  local  rate  charged  to  East 
St.  Louis  is  17  cents.  A  further  description  of  the  conditions  in  this 
territory  appears  in  section  15.  The  published  through  rate  from 
Chicago  to  most  points  in  Indian  Territory  and  Oklahoma  has  been 
until  recently  60  cents  per  100  pounds,  or  5  cents  more  than  the 
St.  Louis  rate.  In  October,  1905,  the  rate  from  Chicago  to  these 
points  was  reduced  to  48  cents  per  100  pounds  and  from  St.  Louis  to 
43  cents.  It  will  be  seen  that  in  order  to  reach  this  territory,  while 
the  rate  from  Whiting  was  60  cents,  the  independent  refiner  at  Toledo 
had  to  pay  72  cents;  that  is,  17  cents  to  East  St  Louis  and  55  cents 
beyond.  The  refiner  at  Cleveland  had  to  pay  74^  cents  and  the  refiner 
at  Pittsburg  79^  cents.  To  some  points  in  these  territories,  fifth-class 
rates,  a  little  lower  than  the  special  oil  rates,  could  be  used  from  St. 
Louis  or  Chicago. 

The  towns  on  the  west  bank  of  the  Mississippi  River  in  Louisiana 
all  take  low  through  oil  rates  from  Whiting,  usually  23  cents.  The 
failure  of  the  railroads  to  name  through  oil  rates  to  these  **  Missis- 
sippi Valley  points,"  from  other  refining  centers  of  the  North,  and 
the  consequent  wide  disparity  in  cost  of  transportation  in  favor  of 
Whiting,  have  already  been  discussed  in  Chapter  VI.  Here  there  is 
a  distinct  discrimination  against  Eastern  refining  points,  as  on  other 
commodities  there  are  through  rates  from  these  points  relatively  much 
lower  than  the  combination  of  local  rates  on  oil. 

Section  12.  Comparison  of  oil  rates  with  class  rates. 

It  is  unnecessary  to  present  detailed  tables  comparing  the  rates 
and  distances  from  Whiting  and  from  more  easterly  competitive  refin- 
ing points  to  the  southwestern  territory.  The  distances  involved 
are  so  great  that,  as  already  stated  above,  such  marked  differences  as 
exist  between  the  rates  from  Whiting  and  those  from  competing 
points  are  obvioush^  not  justified  by  the  differences  of  distance.  In 
comparing  the  rates  given  in  the  tables  in  the  present  section,  it  may 
be  borne  in  mind  that  by  way  of  St.  Louis  the  distance  from  Toledo 
to  all  points  is  152  miles  more  than  the  distance  from  Whiting;  the 
distance  from  Cleveland  is  241  miles  more  than  that  from  Whiting; 
and  the  distance  from  Pittsl)urg  is  332  miles  more  than  that  from 
Whiting.  In  some  cases  where  the  distances  are  very  great  and  the 
rates  high,  the  rates  per  ton  per  mile  from  the  more  easterly  refining 
points  are  quite  as  low  as  those  from  Whiting;  but  in  the  case  of 
nearer  points,  in  Missouri  and  Arkansas  particularly,  the  mtes   per 
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ton  per  mile  are  considerably  higher  from  these  refining  centers  than 
from  Whiting. 

It  is  possible,  on  the  other  hand,  to  measure  the  discrimination  in 
favor  of  Whiting  much  more  satisfactorily  by  comparing  the  oil  rates 
with  the  corresponding  class  rates  from  W^hiting  and  from  competing 
points.  At  the  end  of  this  section  is  presented  a  detailed  table  cover- 
ing a  considerable  number  of  important  towns  in  Arkansas,  Louisiana, 
and  Texas,  to  which  through  rates  are  made  on  other  commodities 
from  east  of  St.  Louis,  but  not  on  oil. 

This  table  compares  oil  rates,  not  always  with  fifth-class  I'ates,  as 
was  done  in  the  case  of  similar  tables  relating  to  the  northern,  western, 
and  southeastern  States,  but  with  the  class  rates  corresponding  most 
closely  with  the  oil  rates  in  the  southwestern  territory.  Comparisons 
with  fifth-class  rates  are  proper  in  most  parts  of  the  west,  l)ecausc 
the  oil  rates  there  are  usually  nearer  to  fifth-class  rates  than  to  those 
of  any  other  class  of  commodities.  As  has  been  stated,  however,  in 
the  southwestern  territory  the  oil  rates  are  usually  much  })elow  the 
fifth-class  rates.  The  oil  rates  shown  in  these  tables  are  in  all  ca.ses 
combinations  based  on  St.  Louis.  The  discrimination  is  therefore  in 
most  cases  due  wholly  to  the  secret  rate  from  Whiting  to  East  St. 
Louis,  the  rates  beyond  St.  Louis  being  usually  the  same  to  all  ship- 
pers. It  is  possible  that  in  some  few  cases  lower  combinations  of 
rates  might  be  made  by  some  other  gateway  than  St.  Louis,  but  not 
generally. 

It  is  not  necessary  at  present  to  call  attention  to  certain  extreme 
cases  where  the  competitors  have  to  pay  relatively  much  more  than 
the  Standard  Oil  Company  because  of  secret  rate  combinationts  beyond 
St.  Louis,  which  only  the  Standard  Oil  Compan}'  could  make  use 
of.  These  secret  combinations  have  been  discovered  in  the  case  of 
eight  or  ton  important  towns  in  Louisiana,  all  of  which  appear  in  the 
table,  but  are  more  specifically  discusst^l  in  section  .17  of  this  chap- 
ter. The  class  rates  in  nearly  all  cases  covered  by  the  table  read 
from  St.  Louis;  but  prorating  arrangements  exist  on  classified  com- 
modities to  all  the  towns  covered  by  the  tables,  and  the  tariffs  contain 
ditrerential  scales  showing  the  amounts  to  be  added  to  the  St.  Louis 
rates  on  shipments  from  Chicago  and  from  other  eastern  points. 

It  will  be  seen  ])y  an  examination  of  the  table  that  while  the  oil 
rates  from  Whiting  are  in  some  cases  slightly  higher  than  the  class 
ratos  selected  for  comparison,  and  in  other  cases  the  same  or  slightly 
lower,  the  oil  rates  f  i-oni  the  competing  refining  points  are  in  nearly  all 
cases  decidedly  higher  than  the  class  rates.  The  relative  advantage 
of  Whiting  over  the  competing  relineries,  on  oil  rates  as  measured 
by  the  class  rates,  is  shown  in  special  columns.  In  a  great  majority 
of  cases  Whiting  has  on  this  basis  an  advantage  of  from  5  to  6  cents 
over  Toledo,  an  advantage  of  7i  or  Si  cents  over  Cleveland,  and  an 
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advantage  of  8  to  9i  cents  over  Pittsburg;  though  sometimes  secret 
rate  combinations  known  only  to  the  Standard  interests,  make  the 
advantage  of  Whiting  much  greater. 

The  situation  may  be  expressed  in  a  more  summary  manner  by  pre- 
senting the  figures  for  a  few  large  towns  to  which  shipments  of  oil 
are  heavy.  In  the  following  table  comparisons  are  made  between  the 
rates  from  Whiting  and  those  from  Toledo  to  a  number  of  important 
towns  in  the  Southwest.  This  table  excludes  the  extreme  cases  due 
to  secret  rates.  Findlay,  Ohio,  an  important  independent  refining 
point,  takes  the  same  rates  as  Toledo  to  this  territory. 

COMPARISON  OF  OIL  RATES  AND  CLASS  RATES  ON  CLASSES  TAKING  SIMILAR  RATES 
FROM  WHITING  AND  FROM  TOLEDO  TO  SELECTED  POINTS  IN  ARKANSAS,  LOUISIANA, 
AND  TEXAS,  1904. 

[Kates  in  cents  per  hudrcd  pounds.] 


Little  Rock,  Ark 

Fort  Smith,  Ark 

Texarkana,  Ark 

Shreveport,  La 

Monroe,  La 

Lake  Cbarles,  La 

Dallas,  Austin,  San  Antonio, 
Tex 

El  Paso,  Laredo,  Tex 


From  Whiting. 


Oil 
rate. 


Cla.ss 
rate, 
as  indi- 
cated. 


624 
73i 


D  27 
D  34 
C  69 
£  39 
E  89 
£  40 

C  d5 

C  70 


Oil  rate- 


Above 
class 
rate. 


3i 


Below 
class 
rate. 


24 


From  Toledo. 


Oil 
rate. 


Class 
rate 
as  indi- 
cated. 


37 
44 

66 
.47 
47 
50i 

73* 


D  33 
D  -10 
C  W 
£  45 
£  45 
£  46 

C  70 
C  76 


Oil  rate- 


Above 
class 
rate. 


Below 
class 
rate. 


Advan- 
tage of 
Whiting 
on  a  com- 
parison 
with 
class  rate. 


This  table  shows  that  on  oil  rates  as  compared  with  the  class  rates 
Whiting  has  uniformly  an  advantage  over  Toledo  of  either  5  or  6  cents 
per  hundred  pounds.  For  example,  the  mte  on  oil  from  Whiting  to 
Little  Rock,  Ark.,  is  26  cent<  per  hundred  pounds,  made  up  of  the 
6-cent  rate  to  St.  Ix)uis  and  the  2()-cent  rate  from  St.  Louis  to  Little 
Rock.  The  mte  on  class  D  of  the  Western  Classification  from  W^hiting 
to  Little  Rock  is  27  cents  per  hundred  pounds.  The  oil  rate  is  thus 
1  c«nt  below  the  rate  of  class  D.  The  oil  mte  from  Toledo  to  Little 
Rock  is  37  cents,  made  up  of  17  cents  to  St.  Louis  and  20  beyond. 
Toledo  takes  a  differential  on  commodities  of  class  D  6  cents  liigher 
than  the  differential  allowed  to  Chicago — that  is,  the  through  mte  on 
class  D  from  Toledo  to  Little  Rock  is  33  cents.  The  oil  rate  is  thus 
4  cents  above  the  nearest  class  rate,  while  from  Whiting  it  is  1  cent 
below.  This  means  that  W^hiting  has  an  advantage  of  5  cents  on  oil 
as  compared  with  class  rates. 
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m.  SPECIAL  BATE  CONDITIONS  IN  THE  SOUTHWEST. 

There  have  been  a  number  of  abnormal  and  discriminatory  adjust- 
ments and  at  least  one  secret  rate  combination  on  oil  in  southwestern 
territory,  aside  from  the  general  disparity  in  rates  into  such  territory 
arising  from  the  existence  of  the  secret  rate  of  6  cents  from  Whiting 
to  East  St.  Louis.  The  Bureau  has  necessarily  made  only  a  partial 
examination  of  the  local  conditions  of  oil  transportation  in  this  terri- 
tory, especially  with  reference  to  the  less-than-carload  business,  which 
is  of  relatively  great  importance  on  account  of  the  comparatively 
scattered  population. 

Section  13.  Less-than-carload  rates  on  oil  in  iron  barrels  and  wooden  barrels. 

The  two  most  important  railroad  companies  of  the  Southwest^ — the 
St.  Louis  and  San  Francisco  and  the  Missouri  Pacific — have  for  years 
charged  materially  lower  rates  on  oil  in  iron  barrels  in  less-than-car- 
load lots  than  on  oil  in  wooden  barrels.  Under  the  Western  Classifica- 
tion oil  in  less  than  (carloads  in  whatever  kind  of  container  is  made  third 
class.  These  two  railroads  have  by  exception  to  the  Western  Classi- 
fication carried  oil  in  iron  barrels  in  part  carloads  at  fourth-class 
rates.  This  condition  prevailed  very  generally  over  these  lines,  at  least 
in  Arkansas,  Missouri,  and  Louisiana,  until  comparatively  recently. 
The  rates  on  fourth-class  are,  on  the  average,  about  25  per  cent 
lower  than  the  rates  on  third-class,  so  that  the  shipper  of  oil  in  iron 
barrels  was  to  that  extent  in  a  better  position  than  the  shipper  in 
wooden  barrels. 

This  dilfercnee  in  rates  undoubtedly  tended  materially  to  the  advan- 
tage of  the  Wati^rs  Pierce  Oil  Company,  the  subsidiary  corporation  of 
the  Standard  Oil  Company  which  sells  oil  throughout  the  South- 
west, and  to  the  disadvantage  of  competitive  concerns.  While  in  the 
Northern  States  the  Standard  Oil  Company  uses  chiefly  wooden  bar- 
rels for  shipment  in  less-than-carload  lot^,  in  the  Southwest  iron  barrels 
are  ver}-  largely  used  by  the  Waters  Pierce  Company.  The  competi- 
tive oil  refiners  or  jobbers  are  less  able  to  make  use  of  iron  barrels. 
Iron  barrels  can  be  used  advantageously  only  by  a  concern  which  has 
tank  stations,  and  which  ships  oil  to  these  stations  in  tank  ciirs,  dis- 
tributing it  thence  to  neighboring  towns.  Tlie  smaller  refining  con- 
cerns have  very  few  tank  stations  in  the  Southwest;  the  Waters  Pierce 
Compmy  has  man}'.  The  distances  to  which  it  ships  oil  in  less-than- 
carload  lots  arc  comparatively  small.  The  iron  barrels  can  thus  be 
returned  at  comparatively  low  cost  to  the  distributing  points.  On  the 
other  hand,  the  competitors  are  to  a  considerable  extent  obliged  to 
ship  all  the  way  from  their  refining  points  to  this  territory  in  barrels. 
In  tliis  case  it  would  usually  not  pay  to  return  tlie  barrels  to  the  refineiy 
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on  account  of  the  expense  of  freight. '  Wooden  barrels,  which  cost  less 
than  iron  barrels,  are  accordingly  used,  and  are  disposed  of  at  destina- 
tion for  whatever  they  will  bring.  In  some  cases  the  competitors  ship 
in  tank  cars  to  jobbing  centei*s  and  ship  out  in  barrels;  but  even  then 
the  distances  to  which  they  have  to  make  such  shipments  are  sometimes 
so  great  that  it  docs  not  pay  to  return  the  empty  liarrels.  Under  these 
circumstances  it  is  obvious  that  to  make  a  lower  mte  on  less-than- 
carload  lots  in  iron  l)arrels  than  in  wooden  barrels  is  decidedly  to  the 
disadvantage  of  the  independent  concerns  in  competition  with  the 
Waters  Pierce  Oil  Company.  It  is  an  unreasonable  discrimination  of 
a  very  serious  character. 

The  first  tariff  of  the  Missouri  Pacific  Railroaid,  covering  the  subject 
of  iron-barrel  oil  shipments,  to  be  filed  with  the  Interstate  Commerce 
Commissif)n,  was  dated  October  22, 1897.  It  provided  that  between  all 
stations  on  the  St.  Louis,  Iron  Mountain  and  Southern  Railway  (sub- 
sidiary to  the  Missouri  Pacific)  in  Missouri,  Arkansas,  and  Louisiana 
fourth-class  rates  should  apply  on  oil  in  iron  barrels  in  less-than-car- 
load  lots.  There  had  apparAitly  been  a  previous  issue  making  the 
same  provision,  but  it  was  not  filed  with  the  Interstate  Commerce 
Commission.  This  tariff  of  1897  was  amended  in  1901  by  canceling 
the  application  of  the  fourth -class  rates  between  all  points  in  Arkan- 
sas, and  on  February  10,  1905,  it  was  further  amended  by  canceling 
its  application  between  stations  in  Missouri.  This  latter  action  was 
taken  by  reason  of  an  order  of  the  Missouri  Railroad  Commission. 
A  little  later  in  1905,  however,  a  new  tariff  was  issued,  which  still  pro- 
vided that  oil  less  than  carloads,  in  iron  barrels,  should  take  fourth- 
class  rates  from  East  St.  Louis  and  other  river  crossings  to  all  stations 
in  Arkansas  and  Louisiana,  as  well  as  locally  between  stations  in 
Louisiana,  and  interstate  between  all  stiitions  in  Louisiana,  Arkansas, 
and  Missouri.  This  was  obviously  intended  to  make  the  application 
of  the  fourth-class  rate  as  broad  as  possible  without  infringing  the 
orders  of  the  railroad  commission  of  Missouri.  Effective  July  23, 
1905,  however,  still  another  amendment  was  made  which  again  can- 
celed all  the  fourth-class  rates  on  oil  in  iron  barrels,  except  locally 
between  stations  in  Louisiana.  In  addition  to  these  tariffs  relating  to 
the  St.  Louis,  Iron  Mountain  and  Southern  Railway,  the  Missouri 
Pacific  has  issued  other  tariffs,  applicable  between  certain  points  on 
the  lines  of  the  Missouri  Pacific  proper  in  Missouri  and  elsewhere,  also 
making  oil  in  iron  barrels  fourth  class.  These  tariffs  appear  now  to 
have  l)een  canceled,  so  far,  at  least,  as  they  apply  to  stations  in 
Missouri  and  Arkansas. 

Mr.  E.  M.  Wilhoit,  an  independent  jobber  of  oil  at  Springfield,  Mo., 
stated  before  the  Interstate  Commerce  Commission  at  its  hearing  in 
Kansas  City  in  March,  190G,  that  for  years  the  St.  I^ouis  and  San  Fran- 
cisco Railroad  applied  fourth -class  rates  on  oil  in  iron  barrels  shipped 
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from  Springfield,  as  against  third-class  rates  on  oil  shipped  out  in 
wooden  barrels.  Springtield  is  an  exceptionally  important  distrib- 
uting point  of  the  Waters  Pierce  Oil  Company.  A  tariff  of  the  Frisco 
system  of  11*05  provided  for  fourth-class  rates  on  oil  in  iron  bar- 
rels from  St.  Louis  to  points  on  its  line  nearly  as  far  west  as  Spring- 
field. The  same  railroad  company  also  applied  fourth-class  rates  on 
oil  in  iron  barrels  shipped  out  from  some  other  stations  of  the  Waters 
Pierce  Oil  Company. 

Mr.  Wilhoit  stated  further  before  the  Commission  that  an  employee 
of  the  St.  Louis  and  San  Francisco  at  Springfield  told  him  that  the 
fourth-class  rate  on  oil  in  iron  barrels  from  Springfield  was  formerly 
covered  by  a  typewritten  sheet,  and  did  not  appear  in  the  printed 
tariff  showing  rates  on  classes  and  commodities  out  from  Springfield. 
Eventually,  however,  a  provision  was  inserted  in  the  published  tariff 
stating  that  oil  in  iron  barrels  should  be  treated  as  fourth  class  and 
oil  in  wooden  barrels  as  thii-d  class. 

Mr.  Wilhoit  finally  took  the  matter  up  with  the  Missouri  Railroad 
Commission,  whic^h  made  an  investigation  and  decided  that  the  rate 
should  be  the  same  on  less-than-carload  shipments  of  oil  in  both  kinds 
of  barrels.  This  was  e^rly  in  1905.  The  railroad  company,  according 
to  Mr.  Wilhoit,  suggested  to  the  commission  that  oil  in  iron  barrels  be 
put  back  to  third  class,  but  Mr.  Wilhoit  urged  that  the  fourth-class 
rate  should  apply  on  both  iron  barrels  and  wooden  barrels,  and  the 
commission  issued  an  order  to  this  effect.  Mr.  Wilhoit  asserts  that 
thereupon  the  Frisco  Railroad  began  to  charge  him  on  shipments  from 
Springfield  the  fourth-class  mileage  rate,  instead  of  giving  him  the 
fourth-class  jobbers'  rate  under  its  special  jobbers'  tariff  reading  out 
from  Springfield,  which  named  rates  considerably  lower  than  those  of 
the  ordinary  distance  tariffs."  The  Waters  Pierce  Oil  Company  was 
still  given  the  fourth-class  jol)bers'  rate,  leaving  Mr.  Wilhoit  still  at  a 
considerable  disadvantage.  After  repeated  complaints  the  Missouri 
Railroad  Conunission  issued  an  order  that  oil  in  Missouri  in  wooden  or 
iron  barrels,  less  than  carloads,  nmst  be  carried  at  the  lowest  fourth- 
class  rate  applied  ))y  the  railroad  companies.  Somewhat  later,  Novem- 
l)er  1,  llK)r),  tlie  Frisco  issu(»d  a  jobbers'  tariff  reading  from  Springfield, 
in  which  special  conmiodity  rates  were  named  on  oil  in  less  than  car- 
loads, these  rates  being  in  most  cjises  about  halfway  between  third  and 
fourth  class.  These  rates  were  apparentlv  charged  equally  to  the 
Waters  Pierce  Oil  Company  and  its  competitors.  Finally,  in  1906,  the 
railroad  company  l)egan  to  carry  oil  in  both  classes  of  barrels  at  the 
regular  fourth-class  jobbers'  rate,  as  ordered  by  the  commission. 

«It  is  a  coniiiioii  cufitoin  of  railroads  in  the  West  and  Southwest  to  make  iobbera* 
rati's  out  from  leadin*;  townn.  These  are  supposed  tolx?  only  for  actual  jobbers  who 
liave  ])r()U[rht  their  ])roduct8  in  from  a  distance.  Though  materially  lower  th^Athe 
ordinary  local  rates,  these  jobbers'  rates  are  usually  in  no  sense  secret  rates^ 
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The  officers  of  the  south  western  railroads  have  endeavored  to 
justify  the  discrimination  between  iron  barrels  and  wooden  barrels 
on  two  grounds.  In  the  first  place,  it  is  contended  that  iron  barrels 
are  less  likely  to  leak,  and  that  they  therefore  cause  less  damage  to 
other  commodities  shipped  in  the  same  car  and  less  risk  of  fire.  It  is 
argued  on  the  other  hand  that  oil  is  largely  shipped  in  cars  used  for 
live  stock  oi-  for  rough  commodities,  in  which  case  there  is  no  possible 
damage  to  other  goods,  and  that  iron  barrels  actually  involve  greater 
risk  to  railroad  companies,  because  if  an  accident  occurs  the  iron  barrel 
is  more  likely  to  be  completely  destroyed  than  the  wooden  barrel,  and 
is  also  more  expensive,  so  that  the  damages  to  pay  would  be  greater. 
A  wooden  barrel  will  stand  a  considerable  amount  of  hard  usage. 

The  second  contention  of  the  railroad  officers  in  justification  of  the 
differential  is  that  iron  barrels  invariably  return  for  reloading,  so  that 
the  railroads  get  freight  upon  them  empty,  whereas  wooden  barrels 
are  in  many  cases  not  returned  at  all.  How  far  this  is  actually  true 
has  not  been  determined  by  an  examination  of  records.  Even  if  it 
be  true,  it  is  clearly  no  sufficient  reason  for  charging  25  per  cent 
less  on  oil  in  iron  barrels  than  on  oil  in  wooden  barrels,  since  the 
effect  of  that  difference  is  to  make  the  tot^l  freight  collected  by  the 
railroad  for  hauling  both  the  full  iron  barrel  and  the  empty  iron  bar- 
rel less  than  is  collected  on  the  wood  barrel  for  the  loaded  haul  alone. 

In  connection  with  this  contention  of  the  southwestern  railways 
ma}^  be  noted  the  fact  that  the  railways  of  the  Southeastern  States, 
which  are  covered,  by  the  Southern  Classification,  have  made  it  more 
difficult  to  ship  in  iron  drums  than  in  wooden  barrels.  The  empty 
dnm)s  are  rated  in  less-than-carload  lots  as  third  class  under  the  South- 
ern Classification,  while  empty  barrels  are  taken  as  fourth  class. 

Arbitrary  weights  on  oil  ix  iron  barrels  and  wooden  bar- 
bels.— A  second  discrimination  made  by  the  southwestern  railroads 
between  oil  in  iron  barrels  and  oil  in  wooden  barrels  is  in  respect  to 
arbitrary  weights  taken  as  a  basis  for  freight  charges.  In  most  parts 
of  the  country  the  arbitrary  weight  on  oil  in  both  classes  of  packages 
is  fixed  at  400  pounds  per  barrel,  which  may  be  more  or  less  than  the 
actual  weight,  according  to  the  specific  gravity  of  the  contents  and  the 
size  of  the  barrel.  In  many  of  the  tariffs  applying  on  shipments  in 
the  Southwest,  however,  both  State  and  interstate,  the  arbitrary 
weight  fixed  for  oil  in  iron  barrels  is  385  pounds,  while  it  is  400 
pounds  in  wooden  barrels.  The  actual  weight  of  an  empty  iron  barrel 
is  said  by  Mr.  Wilhoit  to  be  about  10  pounds  greater  than  that  of  an 
empty  wooden  barrel.  The  actual  weight  of  the  barrels  filled  with 
oil  obviously  depends  upon  their  size.  They  are  usually  spoken  of 
as  containing  50  gallons,  but  they  vary  considerably.  Upon  examin- 
ing a  considerable  number  of  bills  obtained  from  retailers  in  the  South- 
west, the  Bureau  finds  that  both  kinds  range,  for  the  most  part,  from 
H.  Doc.  812, 59-1 ^25 
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60  to  53  gallons;  but  the  wooden  seem  to  go  rather  oftener  to  54  gal- 
lons, and  the  iron  seem  to  drop  oftener  below  60.  The  iron  barrels 
hold,  on  an  average,  a  little  less;  but  the  average  diflferenoe  is  not  over 
a  gallon.  The  contents  of  the  iron  barrel  probably  weigh  on  the 
average  from  4:  to  6  pounds  less  than  the  contents  of  the  wooden  barrel. 
Against  this  must  be  set  the  excess  of  weight  of  the  iron  barrel  itself; 
so  that  even  when  both  are  full  of  oil  the  iron  barrel  will  probably 
weigh  a  few  pounds  more  than  a  wooden  barrel. 

Section  14.  Piping  of  oil  under  the  Mississippi  Eiver  at  St.  Louis. 

Independent  refiners  and  jobbers  of  oil  have  complained  that  the 
railroads  leading  out  from  St.  Louis  have  allowed  to  the  Waters 
Pierce  Oil  Company  a  reduction  of  H  cents  per  hundred  pounds  on  oil 
shipped  from  St.  Louis  to  certain  destinations,  because  that  company 
has  a  pipe  line  under  the  Mississippi  River  from  East  St.  Louis  to 
St.  Louis.  It  appears  that  there  has  been,  perhaps,  some  abuse  in  con- 
nection with  this  pipe  line,  but  the  matter  is  one  of  comparative 
unimportance. 

The  railroads  leading  west  and  southwest  from  St.  Louis  regularly 
name  the  same  rates  on  all  classes  of  freight  from  East  St.  Louis  as 
from  St.  Louis  when  going  to  most  destinations  at  some  distance, 
where  the  freight  revenue  is  enough  to  justify  the  " absorption '^  of 
the  necessary  bridge  or  ferry  charges.  The  bridge  or  ferry  charge 
for  oil  from  East  St.  Louis  to  St.  Louis  has,  until  very  recently,  been 
H  cents  per  hundred  pounds;  and  this  charge  is  absorbed  by  the  rail- 
roads on  shipments  to  most  territory  some  distance  from  St.  Louis. 
The  theory  on  which  the  railroads  allow  to  the  Waters  Pierce  Oil  Com- 
pany a  freight  rate  on  oil  li  cents  less  than  the  regular  tariff  from  St. 
Louis,  on  shipments  to  points  which  take  a  rate  from  East  St.  Louis 
the  same  as  from  St.  Louis,  is  that  otherwise  the  company  would  ship 
all  its  oil  from  East  St.  Louis  and  they  would  have  to  absorb  the  same 
amount  as  a  bridge  charge.  They  claim  that  the  allowance  gives  the 
Waters  Pierce  Oil  Company  no  advantage  over  other  shippers,  save  so 
far  as  the  cost  of  pipage  under  the  river  may  be  less  uian  li^  cents. 

If  tlie  railroads  had  absorbed  pipage  charges  for  the  Waters  Pierce 
Oil  Company  only  in  cases  where  they  would  also  absorb  bridge  or 
ferry  charges  for  any  other  shipper,  there  would  be  little  occasion  for 
criticising  them.  There  is  nothing  unreasonable  about  a  provision 
that  the  same  rates  shall  apply  from  East  St.  Louis  as  from  St.  Louis, 
where  the  freight  charges  are  sufficient^  high  to  justify  the  payment 
of  the  transfer  expense.  It  is  not  true,  as  has  apparently  been  some- 
times supposed  by  competitors,  that  the  Standard  Oil  Company  can  get 
into  St.  Louis  from  Whiting  as  <'[ieaply  as  to  East  St.  Louis,  and  then 
can  have  the  deduction  of  H  cents  made.  To  reach  St.  I^uis  proper 
the  Standard  Oil  Company  has  had  to  pay  the  transfer  charge,  until 
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very  recently  li  cents.  It  is  quite  possible  that  the  cost  of  piping 
the  oil  under  the  river  is  less  than  li  cents  per  hundred  pounds,  but 
there  is  no  apparent  reason  why  the  Waters  Pierce  Oil  Company 
should  accept  less  from  the  railroad  companies,  since  the  railroads 
would  absorb  a  transfer  charge  of  that  amount  if  other  means  of  cross- 
ing the  river  were  employed.  As  a  matter  of  fact,  the  Waters  Pierce 
Oil  Company  does  not  transport  by  an}'^  means  all  the  oil  which  it 
brings  into  Missouri  through  the  pipe  line.  Hundreds  of  cars  of  its 
oil  are  shipped  across  the  bridges  and  ferries.  It  is  understood  that 
the  pipe  line  is  used  only  for  refined  oil,  and  not  for  gasoline,  lubri- 
cating oil,  etc. ;  but  even  of  refined  oil,  a  great  deal  is  shipped  across 
the  river  by  the  ordinary  methods  and  not  by  pipe  line. 

The  Missouri  Pacific  and  the  St.  Louis  and  San  Francisco  railroads 
have,  however,  in  some  cases  allowed  the  pipe-line  charge  of  H  cents 
per  hundred  pounds  on  shipments  on  which  they  would  not  absorb  a 
bridge  or  ferry  charge.  So  far  as  such  shipments  are  concerned,  the 
Waters  Pierce  Oil  Company  has  been  favored  above  its  competitors. 

Thus  the  tariffs  of  the  St.  Louis  and  San  Francisco  Railroad  have 
provided  that  to  points  west  and  south  of  Springfield,  Mo.,  and  to  all 
points  in  Arkansas,  the  rates  on  oil,  as  on  other  commodities,  shall  be 
the  same  from  East  St.  Louis  as  from  St.  Louis.  To  points  in  Mis- 
souri east  of  Springfield  and  north  of  the  Arkansas  line,  the  shipper 
from  EsLst  St.  Louis  must  pay  the  bridge  charges,  which,  in  the  case 
of  oil,  would  be  li  cents  per  hundred  pounds,  in  addition  to  the  St. 
Louis  rate.  The  railroad  company  has,  however,  issued  a  circular, 
duly  filed  with  the  Intei'state  Commerce  Commission,  in  which  it  states 
that  on  shipments  of  refined  petroleum  or  gasoline,  in  tank  cars,  des- 
tined to  certain  specified  points,  the  company  will  pay  to  owners  of 
pipe  lines  crossing  the  Mississippi  River,  from  East  St.  Louis  to  St. 
Louis,  a  transfer  charge  of  1^  cents  per  hundred  pounds.  It  included 
among  the  points  on  shipments  to  which  pipe-line  charges  would  be 
absorbed  no  less  than  eleven  which  are  east  of  Springfield  and  north 
of  the  Arkansas  line,  and  so  far  as  shipments  to  these  points  are  con- 
cerned the  W^aters  Pierce  Oil  Company  appears  to  have  had  an  advan- 
tage of  li  cents  per  hundred  pounds  over  any  competitor  who  might 
have  offered  tniflic. 

The  tariffs  of  the  Missouri  Pacific  have  provided  for  the  absorption 
of  pipe-line  charges  only  gn  shipments  to  the  western  part  of  Mis- 
souri or  beyond  the  State  line,  while  bridge  charges  would  be  paid  on 
shipments  going  no  farther  west  than  Jefferson  City.  As  a  master  of 
fact,  pipe-line  charges  have  been  absorbed,  apparently  as  a  general 
practice,  on  shipments  to  Jefferson  City  and  other  points  taking  no 
higher  rates.  This  was,  however,  not  particularly  discriminatory,  as 
the  railroad  has  seldom,  if  ever,  paid  pipe-line  charges  where  it  would 
not  pay  bridge  charges. 
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In  April,  1906,  the  Missouri  Pacific  withdrew  all  its  provisions  for 
paying  pipe-line  charges  on  oil  piped  under  the  Mississippi  River,  and 
the  same  is  understood  to  have  been  done  by  other  roads. 

Section  15.  Bates  from  Whiting  to  Springfield  and  other  sonthwestem 
Missouri  points. 

The  Standard  Oil  Company,  shipping  from  Whiting,  has  enjoyed  a 
great  advantage  over  its  competitors  at  more  easterly  refining  points 
on  shipments  of  oil  into  Springfield  and  other-points  in  southwestern 
Missouri.  The  published  rates  from  St.  Louis  and  Whiting  to  these 
points  are  very  low  in  comparison  with  those  to  most  other  points  in 
the  Southwest.  By  reason  of  the  fact  that  the  eastern  refiners  have 
to  pay  the  full  local  rates  to  East  St.  Louis  before  they  can  take 
advantage  of  the  low  rate  out  from  East  St.  Louis,  they  are  at  a 
disadvantage  entirely  disproportionate  to  the  differences  in  distance. 
Moreover,  low  mtes  have  been  filed  applying  on  oil  in  carloads  from 
Springfield,  Mo.,  to  various  points,  which  have  enabled  the  Waters 
Pierce  Oil  Company  to  reach  them  at  much  lower  rates  tlmn  the  pub- 
lished through  rates  from  St.  Louis  or  from  Chicago  to  the  same  points. 

At  least  as  far  back  as  1898  the  late  on  oil  from  St.  Louis  to 
Springfield,  Mo.,  has  been  16  cents  per  100  pounds,  and  the  rate  to 
Joplin,  Webb  City,* Carthage,  and  Clinton,  Mo.,  Pittsburg  and  Galena, 
Kans.,  and  a  number  of  other  less  important  towns  in  the  populous 
lead  region  of  southwest  Missouri  and  southeastern  Kansas,  22  cents 
per  100  pounds.  These  rates  could  be  used  by  the  Standard  Oil  Com- 
pany in  conjunction  with  the  secret  rate  of  6  cents  per  100  pounds 
from  Whiting  to  East  St.  Louis,  making  the  totiil  I'ate  22  cents  to 
Springfield  and  28  cents  to  the  other  points  in  question.  The  western 
linos  have,  howciver,  also  ]:)ublished  through  rates  from  W^hiting  to  the 
same  Missouri  and  Kansas  points  1  cent  less  than  the  coml)ination  of 
the  locals — that  is,  21  cents  to  Springfield  and  27  cents  to  the  other 
places.  As  a  matter  of  fact,  many  shipments  were  made  on  the 
through  nites  from  Whiting  and  many  others  on  the  combination  of 
the  locals  at  St.  Louis. 

The  publication  of  through  rates  to  these  points  from  Whiting 
means,  of  course,  that  the  southwestern  lines  have  prorated  on  this 
oil  with  the  lines  from  Whiting  to  St.  Louis.  They  have,  however, 
not  made  any  prorating  arrangements  witji  the  lines  leading  from 
Toledo,  Cleveland,  Pittsburg,  and  other  eastern  refining  points  to  St. 
Louis.  *The  reiinc^r  at  Toledo  has  to  pay  17  cents  in  order  to  reach 
East  St  Louis,  tin*  rctinor  at  Cleveland  llH  cents,  and  the  refiner 
at  Pittsburg  24i  cents,  ^^'llcn  the  oil  reaches  St.  Louis,  the  local 
rate  to  destination  is  only  5  cents  less  than  the  rate  from  Chicago  to 
destination.  In  other  words,  the  Toledo  refiner  has  to  piy  12  cents 
more  than   the  Standard  Oil  Compan}'  shipping  from  Whiting,  the 


SOUTHWESTERN   STATES. 


361 


Cleveland  refiner  14^  cents  more,  and  the  Pittsburg  refiner  19^  oents 
more.  Since,  however,  the  southwestern  railroads  also  make  through 
rates  from  Chicago  to  these  points  on  other  goods,  but  do  not  do  so 
from  east  of  Chicago,  the  discrimination  against  eastern  refiners  must 
be  attributed  to  the  low  oil  mtes  from  Whiting  to  these  destinations, 
and  to  the  high  rates  from  their  plants  to  East  St.  Louis,  rather  than 
to  the  failure  to  prorate  on  oil,  which  is  treated  in  this  respect  like 
other  articles. . 

The  excess  in  the  oil  mtes  from  eastern  refining  centers  over  the 
rates  from  Whiting  is  the  same  in  absolute  amount  on  shipments  to 
these  southwestern  Missouri  points  as  to  points  in  Indian  Territory 
and  Oklahoma,  but  the  disadvantage  of  competing  refiners  is  more  con- 
spicuous because  the  rates  from  Whiting  or  St.  Louis  to  southwestern 
Missouri  are  so  low  that  the  percentage  of  difference  in  favor  of  Whit- 
ing is  much  greater  than  in  the  case  of  points  farther  to  the  southwest. 

The  following  table  shows  the  rates  and  distances  from  Whiting, 
Toledo,  Cleveland,  and  Pittsburg,  respectively,  to  Springfield  and 
tJoplin,  Mo.;  also  the  rates  per  ton  per  mile.  The  other  towns  in 
southwestern  Missouri  and  southeastern  Kansas  which  take  the  same 
rate  as  Jopliu  are  so  near  to  Joplin  that  it  is  not  necessary  to  compare 
the  distances  to  them. 


COMPARISON  OF  OIL  RATES   AND   DISTANCES   FROM  WmTING,    IND.,  TOLEDO  AND 
CLEVELAND,  OHIO.  AND  PITTSBURG,  PA.,  TO  SPRINGFIELD  AND  JOPLIN,  MO. 


From— 


Whiting,  Ind... 
Toledo,  Ohio... 
Cleveland,  Ohio 
Pittsburg.  Pa... 


To  Springfield. 


Distance. 


Milt«. 
623 
675 
7C4 
856 


^n^'Tek    ««t»PiT,.r 


rvuu;  per 

hundred 
pounds. 

Caits. 


35^ 
40i 


per  mile. 


Cent. 
0.81 


To  Joplin. 


Distance. 


MOes. 
G16 
768 
857 
948 


pounds.    I    Permue. 


Cents. 
27 
39 
4U 
46i 


Cents. 


0.88 

L02 

.97 


It  will  be  seen  that  the  rates  from  Whiting  are  much  more  favor- 
able than  the  rates  from  other  refining  points,  in  comparison  with  the 
distance.  The  discrimination  in  favor  of  Whiting  may  be  better 
appreciated  when  it  is  remembered  that  the  niilroads  ordinarily  charge 
lower  rates  per  ton  per  mile  on  longer  hauls  than  on  shorter  hauls, 
even  if  they  do  not  put  different  producers  on  an  equality  regardless 
of  considerable  differences  in  distiince.  The  table  shows  that  the  rate 
per  ton  per  mile  charged  from  Toledo  to  these  points  is  about  20  per 
cent  higher  than  the  rate  from  Whiting,  and  the  rates  per  ton  per  mile 
from  Cleveland  and  from  Pittsburg  are  from  7  to  17  per  cent  higher. 

The  rates  on  oil  from  Whiting  to  southwestern  Missouri  points  are 
relatively  much  lower  than  the  rates  to  most  of  the  territory  in  the 
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Middle  Western  States.  Generally  speaking,  the  rates  on  oil  from 
Chicago  to  Missouri  River  points  are  fifth-class  rates.  Thus,  oil  takes 
the  fifth-class  rate  of  27  cents  from  Chtcago  to  Kansas  City.  Spring- 
field, Joplin,  and^  the  other  points  in  their  vicinity  are  considerably 
farther  distant  from  Chicago  than  Kansas  City  is,  and  the  fifth-class 
rates  from  Chicago  to  these  points  are  decidedly  higher  than  the 
fifth-class  rates  to  Kansas  City.  Thus,  the  fifth-class  rate  from  Chicago 
to  Springfield  is  33  cents  per  hundred  pounds,  or  12  cents  over  the  oil 
rate,  while  to  Joplin  the  fifth-class  rate  is  36  cents,  or  9  cents  over  the 
oil  i*ate. 

Section  16.  Abnormal  rate  combinations  by  way  of  Springfield,  Mo. 

On  account  of  the  exceptionally  low  rate  on  oil  from  Chicago  to 
Springfield  the  Standard  Oil  Company  has  for  years  shipped  very  large 
quantities  of  oil  to  this  point  and  has  distributed  it  from  there.  This 
distribution  is  in  large  part  in  less-than-carload  lots.  On  such  ship- 
ments, as  already  shown  in  section  13  above,  the  Waters  Pierce  Oil 
Company,  controlled  by  the  Standard  Oil  Company,  has  enjoyed  a 
marked  advantage  over  the  independent  concern  located  at  Springfield, 
by  reavson  of  the  fact  that  its  oil  in  iron  barrels  was  carried  at  fourth- 
class  rates,  while  the  oil  shipped  in  wooden  barrels  by  the  independent 
was  charged  third-class  rates. 

The  Standard  Oil  Company  has,  however,  also  shipped  oil  in  car- 
loads from  Springfield  in  large  quantities.  The  rates  which  have  been 
charged  on  this  oil  have  in  some  cases  been  exceptionally  low  and  have 
enabled  the  Standard  Oil  Company  to  re^ch  certain  points  much  more 
cheaply  than  could  be  done  under  the  published  tbrough  rates  to  the 
same  points.  The  tariffs  of  the  St.  Louis  and  San  Francisco  liailroad 
naming  these  rates  are  printed  tariffs  and  have  been  filed  with  the 
Interstate  Commerce  Commission. 

It  is  not  contended  that  these  tariffs  were  especially  secret.  It  is 
contended,  however,  that  it  is  an  improper  practice  knowingly  and 
systematically  to  est4i])lish  combinations  of  local  rates  lower  than  the 
conspicuous  through  rates.  To  do  so  puts  the  smaller  shipper  in  dan- 
ger of  failing  to  learn  of  the  coml)ination  and  of  failing  to  secure  the 
benefit  of  it.  Large  shippers,  like  the  Standard  Oil  Company,  have 
a  force  of  traffic  experts  whose  business  it  is  to  ferret  out,  or  to  secure 
the  establishment  of,  such  abnormal  combinations. 

If  the  competing  refiner  failed  —and  it  would  not  show  lack  of  enter- 
prise if  he  did  fail — to  learn  of  these  low  oil  rates  from  Springfield,  he 
would  almost  eertainh'  not  have  been  given  the  benefit  of  them  at  the 
initiative  of  tlic  railroad,  but  would  have  been  charged  the  published 
through  rates  from  St.  Louis  to  destination.  The  local  agent  of  the 
Frisco  at  St.  Louis  would  not,  in  all  probability,  have  had  the  tariff 
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quoting  rates  out  from  Springfield,  and  would  naturally  have  billed 
the  oil  through  at  the  rate  which  he  did  have  in  his  tariffs.  The 
improbability  of  eastern  shippers  learning  of  the  rate  combinations 
which  could  be  made  by  way  of  Springfield  is  indica|;^d,  for  example, 
by  the  fact  that  the  tariff  clerks  of  the  Chicago  and  Eastern  Illinois 
Railroad  at  Chicago  (which  railroad  is  controlled  by  the  Frisco  sys- 
tem) when  asked  to  name  the  rates  from  Whiting  to  points  in  Indian 
Territory,  quoted  a  rate  to  Tulsa  of  57  cents,  which  was  the  regular 
through  published  fifth-class  rate,  probably  not  kowing  that  Tulsa  could 
be  reached  from  Chicago  for  29  cents  by  shipping  first  to  Springfield. 
The  records  of  the  St.  Louis  and  San  Francisco,  so  far  as  examined 
by  the  Bureau,  showed  no  shipments  of  oil  by  independent  concerns 
to  any  of  these  points. 

The  tariffs  of  the  Frisco  Railroad  quote  rates  from  Springfield  to 
Miami  and  Vinita,  Ind.  T.,  of  6  cents  per  hundred  pounds,  which, 
added  to  the  rate  of  21  cents  from  Chicago  to  Springfield,  makes  a 
through  rate  of  27  cents  from  Chicago;  also  a  rate  from  Springfield 
to  Claremore  and  Tulsa,  Ind.  T.,  of  8  cents,  making  a  combination  rate 
of  29  cents  from  Chicago.  The  same  rates  have  been  in  force  under 
various  issues  at  least  as  far  back  as  1898.  They  were  canceled  in 
January,  1900,  almost  immediately  after  the  Bureau  called  attention 
to  them.  At  the  same  time  that  these  rates  from  Springfield  were  in 
force  the  St.  Louis  and  San  Francisco  Railroad  was  a  party  to  the 
tariffs  of  the  Indian  and  Oklahoma  Conference  Committee,  which 
specifically  named  through  rates  on  oil  from  St  Louis  to  Vinita  and 
Claremore  of  30  cents,  to  Miami  36  cents,  and  to  Tulsa  of  62  cents  per 
hundred  pounds.  By  the  combination  based  on  a  shipment  to  Spring- 
field, therefore,  the  Standard  Oil  Company  was  able  to  reach  these 
points  in  Indian  Territory  from  Whiting  for  much  less  than  the  pub- 
lished through  rates  from  St.  Louis. 

If  the  Toledo  refiner  happened  not  to  know  of  these  rates  out 
from  Springfield  he  would  almost  certainly  have  had  to  pay  the  local 
rate  to  St.  Louis  plus  the  published  through  mte  from  St.  Louis  to 
destination.  This  would  have  made  the  total  cost  to  him  on  a  ship- 
ment to  Vinita  47  cents  per  hundred  pounds,  to  Miami  53  cents  per 
hundred  pounds,  and  to  Tulsa  69  cents  per  hundred  pounds,  the  latter 
being  nearly  two  and  one-half  times  as  much  as  the  rate  actually  used 
by  the  Standard. 

The  various  places  under  discussion  are  shown  on  the  map  facing 
page  377. 

An  independent  refining  concern  at  Cherry  vale,  Kans.,  121  miles 
from  Tulsa,  was  in  October,  1905,  quoted  by  the  Atchison,  Topeka 
and  Santa  Fe  Railway  a  rate  of  29  cents  to  Tulsa,  which  was  the  same 
as  the  Standard  Oil  Company  would  pay  for  the  distance  of  709  miles 
from  Chicago. 
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The  Wat«*rs  Pierce  Oil  Company  used  these  four  Indian  Territory 
priint**  for  th<'  di.stribution  of  considerable  quantities  of  oil  in  less-than- 
carload  lots  to  small  towns  in  Indian  and  Oklahoma  Territories. 

It  should  U?  noted,  in  considering  the  importance  of  these  rate  com- 
binations into  Indian  Territorj',  tliat  at  the  time  covered  by  the 
examination  bf  the  Bureau — 1904:  and  19<>5 — the  Standard  Oil  Coin- 
I>any  was  shipping  ii\to  Indian  Territory  largely  from  Xeodesha,  Kans., 
and  Corsicana,  Tex.,  refining  points  so  near  as  naturally  to  take  rates 
lower  than  those  published  from  \\Tiiting. 

The  Frisco  Railroad  has  established  other  low  rates  on  oil  out  from 
Springfield,  which  niad<?  combinations  much  less  than  the  published 
through  rates  from  St.  Ix)uis  or  Chicago.  These  rates  are  named  in 
Hfxicial  job>Kirs'  tariffs  reading  out  from  Springfield,  which  were  duly 
printed  and  filed  with  the  Interstate  Commerce  Commission.  They 
were  not  secret  save  in  the  fact  that  they  would  not  be  likely  to  come 
to  the  attention  of  eastern  oil  shippers. 

Thus  there  is  a  provision  for  hauling  cars  of  oil  from  Springfield  to 
the  neighboring  towns  of  Bolivar,  Chadwick,  and  Ozark,  points  f ix)m 
18  to  43  miles  distant,  for  $5  per  car,  or  about  1  or  2  cents  per  hun- 
dred pounds,  according  to  the  weight  of  the  car.  This  is  a  remarkably 
low  charge,  especially  in  the  Southwest.  The  through  tariff  rates 
applying  on  oil  from  St.  Louis  to  these  towns — the  fifth-class  rates — 
arc  25  cents  to  Bolivar,  41  cents  to  Chadwick,  and  35  cents  to  Ozark. 
The  Standard  Oil  Company  could  reach  these  towns  from  St.  Louis 
for  17  or  18  cents  per  hundred  pounds  and  from  Chicago  for  22  or  23 
cents.  Among  other  towns  which  could  be  reached  by  the.sc  com- 
binations ])ased  on  Springfield  more  cheaply  than  on  the  through  mtes 
were  Selignian,  Ash  Grove,  Greenfield,  and  Exeter.  The  following 
table  shows  the  combinations  of  rates  based  on  Springfield  to  these 
points  and  to  tlic  three  previous^  mentioned,  in  comparison  with  the 
published  through  fifth-class  rates,  which  would  apply  on  oil: 


RATKS  FROM  ST.  U)UIS, 


DIRECT  AND  VIA  SPRINGFIELD,  TO  POINTS  IN  SOUTHWESTERN 
MISSOURI. 

[Rato«  in  cents  i>er  lmntlre<i  pounds.] 


To- 


Seligman.. 
AshGrovo. 
Green  field. 

Exeter 

Bolivar.... 
Chadwick  . 
Ozark 


From  St. 
Louis  to 
Spring- 
field. 


I 


16 
16 
16 
16 
16 
16 
16 

a  $5  per  car. 


From 
Spring- 
field. 

Total  com- 
bination 
rate  from 
St.  Louis. 

Through 

oil  rate 

(fifth  elaas) 

from 
St.  Louia. 

Differ, 
ence. 

10 

26 

30 

4 

6 

22 

25 

S 

8 

24 

27 

8 

10 

26 

30 

4 

(«) 

18 

25 

7 

(«) 

18 

41 

23 

(«) 

18 

35 

17 
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In  addition  to  the  rates  from  Springfield  to  the  points  alread}^  men- 
tioned— l>y  which  lower  (combinations  can  be  made  than  the  published 
through  rates — rates  are  also  named  from  Springfield  to  important 
southwestern  Missouri  towns,  particularly  those  in  the  lead  district,  like 
Joplin  and  Carthage,  of  6  cents  per  hundred  pounds,  which,  added  to 
the  rate  from  Whiting  to  Springfield,  21  cents,  gives  a  total  of  27 
cents,  the  same  as  the  published  through  rate  from  St.  Louis.  While 
this  combination  is  not  lower  than  the  through  rate,  it  was  an  advantage 
to  the  Waters  Pierce  Oil  Company  for  the  reason  that  it  enabled  it  to 
concentrate  oil  in  large  quantities  at  Springfield,  and  to  reship  the 
precise  grades  which  might  happen  to  be  required  at  any  given  time 
at  the  points  of  final  destinatfon. 

Section  17.  Secret  rates  to  and  by  way  of  Alexandria,  La. 

The  Standard  Oil  Company  through  its  subsidiary  concern,  the 
Waters  Pierce  Oil  Company,  has  enjoyed  the  advantage  of  exception- 
ally low  rates  from  Chicago  to  Alexandria,  La.,  which  is  an  important 
distributing  point  in  the  center  of  the  State.  These  rates,  while  filed 
with  the  Interstate  Commerce  Commission,  were  effectively  secret,  and 
were  decidedly  lower  than  the  rate  named  by  the  same  railroad  to  the 
same  point  in  other  published  tariffs  which  would  be  more  likely  to 
fall  under  the  eye  of  the  competitive  shipper.  By  means  of  "State" 
rates  from  Alexandria,  the  Waters  Pierce  Company  has  reached  many 
other  towns  at  rates  much  below  the  published  through  rates. 

The  Missouri  Pacific  Railroad  has  issued  a  tjiriff  effective  July  1, 
1903,  applying  on  classified  goods  and  on  numerous  special  commod- 
ities from  St.  Louis  and  other  points  to  Shreveport,  Monroe,  Alex- 
andria, and  Boyce,  La.  These  are  important  distributing  centers  in 
Louisiana,  and  the  tariff,  applying  to  many  commodities,  is  a  conspicu- 
ous and  well-known  one.  This  tiiriff  names  a  rate  on  oil  specifically 
from  St.  Louis  to  the  points  mentioned  of  30  cents  per  hundred 
pounds.     The  same  or  higher  rates  were  named  in  earlier  issues. 

Before  this  tiiriff  was  issued  the  Missouri  Pacific  Railway  had  other 
tariffs  applj^ing  on  oil  onl}^  naming  a  rate  of  25  cents  from  St.  Louis 
on  oil  destined  to  Alexandria  locally.  The  first  tariff  naming  the  25- 
cent  rate  which  was  filed  with  the  Interstate  Commerce  Commission 
was  effective  July  16, 181)0.  It  was  reissued  in  August,  1904,  continu- 
ing the  same  rate,  and  remained  in  force  till  May,  1906.  The  records 
of  the  Missouri  Pacific  Railroad  Company  show  shipments  under  this 
rate  at  the  same  time  that  the  tariff  naming  the  30-cent  rate  was  in 
force. 

It  has  alread}"  l)een  pointed  out  in  Chapter  I,  and  also  in  connection 
with  the  discussion  of  various  rates  in  other  chapters,  that  a  tariff  filed 
with  the  Interstate  Commerce  (Commission  may  ^^et  be  absolutely  a 
secret  tariff  so  far  as  the  ordinary  shipper  is  concerned.     These  tariffs 
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on  oil  to  Alexandria  named  no  other  commodity  and  no  other  destina- 
tion. They  were  mimeograph  tariffs.  They  were  wholly  different 
from  the  conspicuously  printed  tariffs  subsequently  issued. 

In  addition  to  this  tariff  applying  on  oil  to  Alexandria  locally,  the 
Missouri  Pacific,  in  December,  1894,  filed  with  the  Interstate  Com- 
merce Commission  a  tariff'  naming  a  rate  of  15  cents  from  St.  Louis 
to  Alexandria  on  oil  destined  to  stations  on  the  Southern  Pacific  Rail- 
way beyond  Alexandria.  A  reissue  of  1896  named  the  same  rates  and 
remained  in  effect  until  May,  1906. 

The  15-cent  proportional  i*ate  to  Alexandria  has  been  used  by  the 
Standard  Oil  Company  to  reach  a  number  of  important  towns  by  com- 
bination with  State  i-ates  made  by  the  Southern  Pacific  Railroad  out 
from  Alexandria.  The  mtes  from  Alexandria  are  named  in  what  is 
known  as  a  ''local  special"  tariff.  It  was  not  filed  with  the  Inter- 
state Commerce  Commission. 

Apparently  to  insure  more  completely  the  secrecy  of  this  combina- 
tion, the  railroads  have  conspicuously  published  through  rates  from 
St.  Louis  to  the  particular  towns  named  in  the  tariff  reading  from 
Alexandria.  The  latest  issue  containing  these  through  rates  is  a  joint 
tariff,  to  which  the  Missouri  Pacific  and  the  Southern  Pacific  are  parties, 
as  shown  on  its  face,  along  with  several  other  lines.  This  tariff 
applies  on  classes  and  commodities  generally  to  very  numerous  sta- 
tions in  Louisiana.  It  does  not  name  oil  i-ates  to  most  points,  but  it 
does  name  such  i*ates  precisely,  and  only,  to  the  same  towns  which 
are  covered  by  the  "local  special"  tariff  from  Alexandria,  and  which 
could  by  that  tariff  be  reached  more  cheaply. 

It  is  almost  inconceivable  that  a  competitive  refiner  should  have 
secured  the  advantage  of  this  rate  combination.  Had  he  offered  a 
shipment  at  St.  Louis,  or  inquired  the  mte  of  the  local  agent  there, 
to  Opelousas,  La.,  for  example,  the  agent  would  ordinarily  have  given 
him  the  through  rate  conspicuously  named  in  the  regular  tariff  in  his 
hands.  The  agent  would  not  have  a  copy  of  the  tariff  of  the  South- 
ern Pacific  from  Alexandria  to  Opelousas,  and  would  not  even  know 
that  b}^  shipping  to  Alexandria  on  the  15-cent  rate  the  destination 
could  be  reached  more  cheaply.  The  shipper  would  not  naturally 
inquire  for  or  expect  such  a  combination.  If  he  had  actually  found  the 
tariff  naming  the  15-cent  rate,  he  would  know  no  more  than  before  that 
he  could  use  it  advantageously  to  reach  Opelousas.  At  the  Interstate 
Commerce  Commission's  office  he  would  have  fared  no  better,  for  the  so- 
called  ''State"  tariff  out  from  Alexandria  would  not  have  been  found 
there.  Only  by  going  or  writing  to  Alexandria  could  he  have  learned 
the  rate  combination,  and  perhaps  not  even  then.  To  all  intents  and 
purposes  the  rates  from  St.  Louis  to  Opelousas  and  other  points  wei'e 
secret  rates,  known  only  to  the  Standard  interests.  The  requirement 
of  publicity  of  rates  on  interstate  business  becomes  an  absurdity  if 
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railroads,  while  publishing  through  rates  from  one  point  to  another, 
can  continuously  apply  a  lower  combination  of  local  rates  over  pre- 
cisely the  same  route,  by  tariflFs  not  published. 

This  statement  as  to  the  effective  secrecy  of  the  Alexandria  rates  is 
not  a  mere  matter  of  inference.  For  the  purpose  of  testing  it  the 
Bureau  of  Corporations,  in  1906,  requested  an  oil  shipper  of  St.  Louis 
to  write  to  the  contmcting  freight  agent  of  the  Missouri  Pacific  Bail- 
road  to  ascertain  the  rate  on  oil  from  St.  Louis  to  Alexandria  proper, 
and  from  St.  Louis  to  Opelousas.  The  rate-quoted  to  Alexandria  was 
30  cents,  the  regular  rate  carried  in  the  printed  tariffs,  although  the 
Waters  Pierce  Oil  Company  was  shipping  at  25  cents  under  the  secret 
tariff.  The  rate  quoted  from  St.  Louis  to  Opelousas  was  59  cents. 
This  is  a  curious  quotation,  for  which  there  is  no  apparent  authority, 
unless  the  contracting  freight  agent  added  to  the  published  rate  to 
Alexandria  a  local  rate  from  Alexandria  to  Opelousas.  There  is  a 
through  published  tariff  rate  from  St.  Louis  to  Opelousas  of  40  cents 
per  hundred,  while  the  secret  combination,  based  on  the  15-cent  rate 
to  Alexandria,  was  only  33  cents. 

The  traffic  officers  of  the  Missouri  Pacific  Railroad,  when  questioned 
about  these  rates  to  Alexandria,  substantially  admitted  that  they  were 
secret.  They  stated  that  the  15-cent  rate  from  St.  Louis  to  Alexan- 
dria was  virtually  a  proportion,  and  should  have  been  a  proportion 
of  the  published  through  rate  instead  of  being  combined  with  State 
rates  out  from  Alexandria  to  give  a  total  less  than  the  published 
through  rate.  They  immediately  gave  instructions  to  cancel  both  the 
25-cent  i*ate  to  Alexandria  proper  and  the  15  cent  proportional  rate. 
This  cancellation  itself  is  an  indication  of  the  impropriety  of  the  pre- 
vioiLS  rates. 

The  extent  of  the  departure  from  published  through  rates  by  means 
of  the  secret  Alexandria  proportional  tariff  is  shown  by  the  following 
table: 


COMPARISON  OF  THROUGH   RATES  FROM  ST.  LOUIS  AND  SECRET  COMBINATION   RATES 
FROM  ST.  LOUIS  VIA  ALEXANDRIA,  LA.,  TO  POINTS  IN  LOUISIANA. 

[Rates  in  rents  per  hundred  pounds.] 


Schriever 

Jeanerette 

Fronklin 

Morgan  City 

St.  Martinsville  . 

New  Iberia 

Lafayette 

Opelousas 

Crowley 


From  St. 
Ix)nis  t<> 
Alexan- 
dria. 

15 
15 
15 
15 
15 
15 
15 
15 
16 


From  Alex- 
andria to 
destina- 
tion. 


Total  rate 
from  St. 
Louis. 


Published 
through 
rate  from 
St.  Louis. 


Differ- 
ence. 
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It  will  ]>e  seen  that  the  Waters  Pierce  Oil  Company  by  making  use 
of  this  combination  of  nites  by  way  of  Alexandria  could  get  into  the 
nine  towns  above  mentioned  at  from  5  to  9  cents  less  than  the  published 
through  rates.  In  order  to  appreciate  the  importance  of  this  discrimi- 
nation, it  should  be  remembered  that  these  nine  towns,  although  com- 
paratively small,  are  among  the  largest  in  Louisiana  outside  of  three  or 
four  "common  points,-'  like  Shreveport  and  Monroe,  and  three  or  four 
Mississippi  River  points,  which  could  be  reached  on  low  through  rates 
attributed  to  water  comj^etition.  These  points  are  stret<?hed  through 
an  important  and  prosperous  belt  of  territory  from  Alexandria,  which 
is  alx)ut  in  the  middle  of  the  State,  to  the  Gulf.  Some  of  these  towns 
are  undoubtedly  also  centers  for  the  distribution  of  a  considerable 
amount  of  oil  in  less- than -carload  lots. 

The  points  affect(>d  are  shown  on  the  accompanying  map. 

Not  only  was  the  Standard  Oil  Company  al)le  to  re^u^h  the  particular 
towns  specified  on  these  low  combination  rates,  but  the  tariff  of  the 
Southern  Pacific,  above  mentioned,  contained  further  the  almost 
unprecedented  provision  that  cars  might  be  billed  to  the  next  station 
in  the  same  direction,  allowing  two  stops,  at  an  extra  cost  of  $5  for 
the  additional  haul  and  the  stop.  This  enabled  the  Waters" Pierce  Oil 
Comimny  to  reach  twice  as  many  towns  at  a  slight  additional  cost, 
though  these  added  towns  were  nmch  less  important  than  those  listed 
in  the  tariff. 

Since  undoubtedly  the  competitive  shipper  into  Louisiana  would  have 
to  pay  the  full  published  through  rate  from  St.  Louis,  it  is  easy  to 
see  at  wiiat  an  enormous  disiidvantage  he  would  stand  as  against  the 
Standard  Oil  Company.  A  comparison  for  convenience  may  l)e  con- 
fined to  Toledo,  which  is  so  near  to  Whiting  that  it  ought  to  take  but 
little  higher  rates  on  hauls  as  long  as  those  to  Louisiana  points. 
Whiting  is  1*22  miles  from  Alexandria;  Toledo,  1,074  miles.  The 
Toledo  shipper  has  to  pay  17  cents  to  reach  St.  Louis,  as  against  6 
cents,  which  until  n^ccntly  has  been  the  rate  charged  to  the  Standard 
Oil  Company. 

Adding  the  17-eent  rate  to  the  published  through  rate  from  St. 
Louis  and  the  O-cent  rate  to  the  special  com})ination  rates  by  way  of 
Alexandria  and  adding  also  bridge  charges  at  St.  Louis  when  no  pro 
vision  exists  for  their  absorption  by  the  railroads  the  table  on  the 
following  page  is  prepared. 


MAP  OF  LOUISIANA.  SHOWING  POINTS  REACHED  BY  RATE  COMBINATION  VIA  ALEX- 
ANDRIA, LA.r  FROM  OPELOUSAS  TO  MORGAN  CITY  AND  CROWLEY. 


SOUTHWESTERN    STATES. 


369 


COMPARISON  OF  RATES  FROM  WHITING  AND  FROM  TOLEDO  TO  POINTS  REACHED  BY 
COMBINATION  THROITGH  ALEXANDRIA,  LA. 

[Rates  ill  centH  per  hundreci  pounds.] 


To— 


Alexandria  . 
Schriever  . . . 
Jeanerette  . . 

Fnmklin 

Morgan  City 


From 
Whiting. 


From      Differ 
Toledo. 


I 


31 
364 

38i 
38i[ 
38i 


'     From    I 
Whiting.  I 


From 
Toledo. 


Differ- 
ence. 


J' 


16 
16i 
164 
161 
144 


St.  Martinsville. 

New  Iberia 

Lafayette 

OpelDUsas 

Crowley 


384 

3841 
404 
404! 
4U| 


57 

184 

bo 

164 

57 

16^ 

67 

164 

57 

IH 

It  will  be  seen  that  the  Toledo  refiner  would  have  to  pay  to  reach 
these  points  on  an  average  about  45  per  cent  more  than  the  Standard 
Oil  Company.  Toledo  is  only  152  miles  farther  by  way  of  St.  Louis 
from  these  points  than  Whiting,  the  excess  in  distance  being  less  than 
20  per  cent.  The  average  excess  in  mte  in  the  case  of  Toledo  is  fully 
1  cent  per  gallon,  while  one-half  cent  per  gallon  is  a  fair  profit  on  oil. 

The  extraordinary  discrimination  against  the  eastern  refiners 
involved  in  these  rates  may  be  further  indicated  by  the  fact  that  on 
classified  commodities  of  a  grade  taking  low  rates  like  those  charged 
to  the  Standard  Oil  Company  on  oil,  the  shipper  at  Toledo  or  Cleve- 
land has  to  pay  only  5  or  6  cents  per  100  pounds  more  than  the  Chicago 
shipper.  If  the  refiners  at  Toledo  and  Cleveland  were  put  on  an 
equitable  basis  by  the  railroads  they  would  have  to  pay  only  5  or  t> 
cents  more  on  oil  destined  to  these  Louisiana  points  than  the  Standard 
pa3's,  whereas  the  actual  difference  is  from  14  J  tolSi  cents  in  the  case 
of  Toledo,  and  from  16  to  20  cents  in  the  case  of  Cleveland.  These 
comparisons  between  oil  rates  and  class  rates  are  shown  in  detail  in 
the  table  in  section  12,  which  shows  also  other  points  in  Louisiana 
reached  by  the  Standard  Oil  Company  on  published  through  rates. 
The  table  also  compares  Cleveland  and  Pittsburg  rates  with  those 
from  Whiting. 

The  advantage  of  this  Alexandria  combination  to  the  Sitandard  Oil 
Company  was  doubtless  much  greater  formerly  than  during  the  past 
two  or  three  years.  Previously  this  territory  was  supplied  with  oil 
almost  if  not  quite  exclusively  from  Whiting.  At  present  a  large 
part  of  the  oil  used  comes  from  the  aflSliated  concerns  of  the  Standard 
in  Texas. 


CHAPTER  VIII. 

KANSAS-TEEEITOBT  FIELD. 

The  subject  of  freight  rates  on  both  crude  and  refined  oil  has  been 
one  of  constant  agitation  in  Kansas  during  the  past  two  or  three  years. 
As  the  result  of  this  agitation  the  Kansas  legislature  in  its  session  of 
1905  passed  a  law  fixing  maximum  mtes  on  oil  within  the  State  on  a 
low  distance  Imsis. 

I.  BATES  AND  BATE  CHANGES. 

Section  1.  Changes  in  rates  to  Kansas  City  and  St.  Louis. 

Much  complaint  was  made  in  1904  because  the  railroads  advanced 
the  rates  on  oil  from  southeastern  Kansas  to  Kansas  City,  Mo.,  and 
St.  Louis. 

For  some  time  prior  to  August  15,  1904,  the  railroads  had  trans- 
ported both  crude  and  refined  oil  from  Neodesha,  Kans.,  the  Standard 
refining  point,  and  from  the  refinery  at  Humboldt,  then  the  only  com- 
peting concern,  as  well  as  from  the  crude-oil  fields  generally,  to  Kansas 
City  for  10  cents  per  hundred  pounds.  There  was  also  a  rate  of  15 
cents  per  hundred  from  Neodesha  and  vicinity  to  St.  Louis,  which,  on 
its  face,  applied  only  on  crude  petroleum  and  naphtha.  As  a  matter 
of  fact,  this  15-cent  rate  was  used  by  the  Standard  Oil  Company  on 
shipments  of  gas  oil  and  fuel  oil,  as  well  as  on  crude  oil  and  naphtha. 

On  August  15, 1904,  the  railroads  liaised  the  i*ate  on  crude  and  refined 
products  from  southeastern  Kansas  to  Kansas  City  to  17  cents.  At  the 
same  time  they  fixed  the  rate  on  crude  petroleum  and  all  of  its  products 
from  Neodesha  and  vicinity  to  St.  Louis  at  22  cents.  This  change 
took  place  about  two  months  before  the  Standard  Oil  Company  com- 
pleted it^  trunk  pipe  line  from  the  Kansas  field  to  its  new  refinery  at 
Sugar  Creek,  Mo.,  near  Kansas  City.  The  complaint  was  at  once 
raised  that  this  advance  in  freight  rates  was  made  at  the  instance  of 
the  Standard  Oil  Company,  and  for  the  purpose  of  shutting  compet- 
itors out  of  the  markets  which  it  could  thereafter  reach  at  low  cost  by 
means  of  its  pipe  line. 

Oflicei's  of  the^  railroad  companies  ver}'  generally  assert  positively 
that  there  was  no  connection  between  the  advance  in  rates  and  the 
opening  of  the  Standard's  pipe  line.  They  say  that  the  change  was 
determined  on  in  June,  1904,  and  that  the  reason  for  it  was  as  fol- 
lows: The  rate  at  this  time  from  St.  Louis  to  Kansas  City  on  oil 
370 
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products  was  22  cents.  The  Standard  Oil  Company,  which  was  about 
to  open  its  retiueiy  at  Sugar  Creek,  near  Kansas  City,  desired  the  rate 
of  15  cents  which  applied  from  Neodesha  to  St.  Louis  to  be  applied 
also  from  Kansas  City,  which  was  nearer  than  Neodesha  and  inter- 
mediate between  Neodesha  and  St.  Louis  on  some  of  the  railroads 
making  the  15-cent  rate. 

The  railroads,  however,  were  not  willing,  so  they  say,  to  make  the 
rate  from  Kansas  City  to  St.  Louis  15  cents,  because  this  action  would 
force  them  to  reduce  their  rate  from  St.  Louis  to  Kansas  City,  and 
would  entail  changes  in  rates  from  the  East  to  many  other  points  in 
the  Middle  West.  For  this  reason  they  determined  to  increase  the. 
rate  from  Neodesha  to  22  cents,®  the  same  as  the  rate  from  St.  Louis  to 
Kansas  City,  and  then  to  make  the  rate  from  Kansas  City  to  St,  Louis 
also  22  cents.  They  say,  further,  that  this  change  having  been  deter- 
mined upon,  it  was  considered  necessary  and  proper  to  adjust  the  rates 
from  southeastern  Kansas  fields  and  other  points  on  a  more  stable  and 
proportional  basis.  This  involved  advancing  the  rate  from  Neodesha 
to  Kansas  City  and  also  advancing  various  rates  to  other  parts  of  the 
State,  which  advances  included  some  from  Humboldt,  the  only  com- 
peting refining  point  which  then  existed. 

The  oflicers  of  the  Standard  Oil  Company  also  assert  that  the  advance 
in  freight  rates  to  Kansas  City  and  St.  Louis  was  not  taken  at  their 
instance,  but  was  made  against  their  protest.  They  state — and  the 
railroad  records  show  clearly  that  this  was  true — that  they  continued 
to  ship  great  quantities  of  oil  from  Neodesha  to  St.  Louis  after  the 
advance  in  rates  from  15  to  22  cents,  and  that  they  paid  nuich  more 
additional  freight  as  the  result  of  the  change  than  an}'  of  their  com- 
petitors or  of  the  crude-oil  producers. 

In  further  reply  to  the  criticism  with  regard  to  this  advance  in 
freight  rate.s,  so  far  as  that  criticism  comes  from  producers  of  crude 
oil,  the  officers  of  the  railroads  assert  that  virtually  no  crude  oil  had 
moved  from  southeastern  Kansas  fields  to  Kansas  City  even  under  the 
former  10-cent  rate.  This  statement  also  appears  to  be  well  founded. 
It  should  be  noted,  however,  that  at  the  time  when  the  advance  in 
freight  rates  was  made  the  price  of  Kansas  crude  oil  was  very  much 
higher  than  several  months  later,  so  that  the  producers  had  less  reason 
for  wanting  to  ship  it  to  markets  like  Kansas  City  for  consumption  as 
fuel. 

As  the  result,  doubtless,  of  the  criticism  which  arose  concerning  the 
advance  in  rates  to  St.  Louis  and  Kansas  CHy,  the  railroads,  in  March, 
1905,  restored  the  10-cent  rate  on  crude  oil  from  points  in  southeastern 
Kansas  to  Kansas  CMty.     The  records  of  the  railroads,  however,  show 


«The  rate  from  Neodesha  and  Kansas  City  to  St.  Louis  was  reduced  to  17  centa 
September  25,  1905,  and  in  190(3  tlie  rate  from  St.  Louis  to  Kansas  City  was  put  at 
the  Bame  figure  and  the  rate  from  Chicago  to  Kansaa  City  at  22  cents. 
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that  very  little  advantage  has  been  taken  of  this  change  by  crude-oil 
producers,  and  that  very  little  crude  oil  has  been  shipped  from  any 
part  of  this  territory'  to  Kansas  City.  The  explanation  of  this  fact 
appears  to  be  that  even  a  l()-cent  rate  is  not  low  enough  to  enable 
crude  oil  to  be  shipped  protitabh'  to  Kansas  City  for  sale  in  compe- 
tition with  the  fuel  oil  produced  by  the  Sugar  Creek  refinery.  A  rate 
of  10  cents  per  hundred  is  equal  to  32  cents  per  barrel,  which  is  a  large 
fraction  of  the  value  of  fuel  oil  in  Kansas  City.  It  has  already  been 
pointed  out  repeatedly  that  the  cost  of  pipe-line  transportation  is  so 
low  that  it  is  virtually  impossible  for  the  niilroads  to  compete  with  it 
with  profit  to  themselves. 

•  There  appears  to  have  been  some  unfairness  in  the  application  of 
the  10-cent  rate  from  southeastern  Kansas  to  Kansas  City,  Mo.  When 
the  10-cent  rate  was  first  restored  in  March,  1905,  the  taritfs,  both  of  the 
Santa  Fe  and  the  Frisco,  made  it  applicable  only  on  crude  oil.  On 
April  29  the  Santa  Fe  amended  its  tariff  to  read,  "Oil,  crude  or  petro- 
leum." This  language  is  very  peculiar  and  does  not  show  clearly 
whether  it  is  intended  to  include  refined  petroleum  products.  Tariffs 
which  are  intended  to  include  both  petroleum  and  its  products  usually 
read,  '^Petroleum  and  its  product*^,"  or  in  equall}'  definite  terms.  The 
president  of  the  Santa  Fe,  and  the  general  freight  agent  at  Topeka 
as  well,  have  stated  that  this  rate  after  April  29  was  intended  to 
appl}'^  on  both  crude  and  refined  oil.  Nevertheless,  in  October,  1905, 
soon  after  the  new  refiner}-  at  Cherryvale  was  opened,  the  general 
freight  agent  of  the  Santa  Fe,  in  response  to  a  request  for  rates, 
quoted  this  concern  10  cents  on  crude  and  IT  cents  on  refined  oil  from 
Cherryvale  to  Kansas  City.  Cherryvale  is  clearly  entitled  to  the  same 
rates  as  Neodesha  and  other  points  in  southeastern  Kansas  which  are 
named  in  the  tariff,  as  the  tariff  stited  that  these  rates  were  applicable 
also  from  intermediate  points,  and  Cherryvale  is  intermediate. 

The  Frisco  tariff,  like  that  of  the  Santa  Fe,  was  amended  in  1905  to 
apply  on  '^ crude  oil  or  petroleum"*  a  rate  of  10  cents  from  Neodesha 
to  Kansas  City.  This  tariff  stated  tliat  it  applied  from  intermediate 
points,  and  it  should  therefore  apply  from  Cherryvale.  Early  in 
October,  1905,  however,  the*.  P^'isco  amended  its  tariff  so  as  to  read  on 
crude  or  n^fined  oil,  ))ut  also  so  as  not  to  apply  from  intermediate 
points.  The  Cherryvale  refiner  is,  therefore,  no  longer  able  to  get 
the  10-cent  rate  over  the  Frisco. 

Section  2.  Rates  on  crude  oil. 

The  policy  of  railroads  reaching  the  oil  iields  of  Kansas,  Indian  Ter- 
ritory, and  Oklahoma  with  regard  to  the  transportation  of  crude  oil 
has  been  in  some  cases  unreasonable.  So  long  as  the  Standard  Oil 
Company  had  need  to  transport  crude  oil  by  mil  on  account  of  the 
uncompleted  state  of  its  pii^e-line  system,  the  railroads  made  a  number 
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of  low  rates  on  crude  oil.  As  soon  as  the  Standard  Oil  Company  no 
longer  used  these  rates  the}'  were  canceled  and  much  higher  rates 
substituted.  Thereafter,  through  the  action  of  the  Kansas  legislature 
of  1905  in  prescribing  rates  both  on  crude  and  refined  oil  within  the 
State  of  Kansas,  the  cost  to  the  crude -oil  producer  or  the  independent 
refiner  for  transporting  crude  oil  was  made  decidedly  low.  High 
rates  still  prevail,  however,  on  crude  oil  in  interstate  business. 

Back  in  1903  and  1904  there  were  numerous  rates  in  effect  on  Kan- 
sas crude  oil  which  were  comparatively  low.  Some  of  these  i-ates 
might  have  been  used  by  producers  of  crude  oil  who  desired  to  market 
it  in  its  crude  state  as  fuel.  Thus,  the  Atchison,  Topeka  and  Santa 
Fe,  in  its  tariff  of  November  20,  1903,  quoted  rates  on  crude  oil  from 
Humboldt  and  Chanute  of  10  cents  to  Kansas  City,  Mo.,  and  Lawrence 
and  Ottawa,  Kans.;  13  cents  to  Emporia,  and  15  cents  to  Topeka  and 
Wichita.  Other  rates  on  about  the  same  general  scale  were  named 
from  Peru,  Benedict,  Elk  City,  and  other  points  where  crude  oil  was 
produced,  to  similar  destinations.  It  is  stated  by  railroad  officers, 
•  however,  that  very  little  oil  moved  on  any  of  the  i-ates  except  certain 
rates  to  Neodesha  and  to  Caney,  Kans. 

These  rates  on  crude  oil  to  the  refinery  of  the  Standard  at  Neo- 
desha and  to  the  temporary  terminus  of  its  pipe  line  at  Caney  were 
especially  low  in  comparison  with  interstate  rates  now  quoted.  Thus, 
on  January  1, 1904,  a  rate  was  put  into  effect  from  Bartlesville,  Ind.  T., 
to  Caney,  Kans.,  of  5  cents  per  hundred  pounds,  and  a  rate  from  Long- 
ton,  Kans.,  to  Chanute,  Kans.,  of  7  cents.  The  Santa  Fe  in  1904  had 
a  rate  of  7  cents  from  Longton,  Coffeyville,  and  Peru  to  Neodesha,  and 
of  5  cents  from  Benedict  to  Neodesha,  while  the  Frisco  charged  only 
6  cents  from  Humboldt  to  Neodesha,  69  miles.  All  of  these  low  rates 
were  used  to  a  greater  or  less  extent  by  the  Standard  Oil  Company  to 
reach  its  refinery  from  points  where  there  was  no  pipe  line.  The  rate 
from  Bartlesville  to  Caney  was  canceled  November  5,  1904,  and  those 
from  Longton,  Coffeyville,  Benedict,  and  Peru  to  Neodesha  were  can- 
celed February  21,  1905.  Various  low  rates  of  the  Frisco  have  also 
been  canceled  when  no  longer  used  by  the  Standard,  whose  pipe  lines 
now  reach  virtually  all  parts  of  the  oil  fields.  Meantime,  the  low 
rates  previously  mentioned  from  Humboldt,  Chanute,  Peru,  Benedict, 
and  similar  points  to  various  destinations  in  Kansas  had  also  been 
canceled  and  were  no  longer  available  to  the  crude-oil  producer, 
although  on  account  of  the  fall  in  the  price  of  crude  oil  he  might 
have  desired  to  use  them  in  shipping  oil  for  fuel. 

As  is  stated  below,  the  Kansas  law  of  February,  1905,  fixed  a  very 
low  basis  of  freight  rates  on  oil  and  its  products  within  the  State  of 
Kansas.  The  independent  refineries,  including  the  Webster  plant  at 
Humboldt,  which  dated  from  early  in  1904,  the  Uncle  Sam  Oil  Com- 
pany's plant  at  Cherryvale,  which  was  opened  in  the  fall  of  1905,  and 
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those  of  various  other  concerns  still  more  recently  opened,  were  there- 
after able  to  get  their  crude  oil  by  rail  from  the  immediate  vicinity  at 
reasonable  charges.  It  is  probable  that  the  plants  in  the  northern 
part  of  the  oil  fields  have  had  no  particular  difficulty  in  obtaining 
all  the  crude  oil  they  were  able  to  handle,  either  through  pipe  lines 
or  by  rail  from  other  Kansas  points.  The  refinery  at  Cherryvale, 
however,  which  is  comparatitel}^  near  to  the  Indian  Territor}^  line, 
has  sought  strenuously  to  obtain  a  low  rate  on  oil  from  Bartlesville, 
Ind.  T.  This  request  was  first  made  in  October,  1905,  and  was  for  a  rate 
of  15  cents  per  barrel  or  5  cents  per  hundred  pounds  from  Bartlesville 
to  Cherryvale.  The  general  freight  agent  of  the  Santa  Fe,  to  whom 
the  request  was  addressed,  named  a  rate  of  15  cents  per  hundred,  or 
three  times  as  much  as  had  been  requested.  Finally,  about  March  1, 
1906,  the  Santa  Fe  made  a  rate  on  crude  oil  from  Bartlesville  to 
Cherryvale  of  12  cents  per  hundred. 

Bartlesville  is  55  miles  from  Cherryvale,  and  a  rate  of  15  cents  per 
hundred  pounds,  which  was  the  only  one  availa])le  for  several  mouths, 
was  equal  to  nearly  5i  cents  per  ton  per  mile,  an  excessivel}'^  high 
rate  for  a  product  of  such  low  value  as  crude  oil.  Even  the  12-cent 
rate  amounts  to  4^  cents  per  ton  per  mile.  The  comparative  unrea- 
sonableness, especially  of  the  15-cent  rate,  is  more  apparent  when  it  is 
contrasted  with  the  5-cent  rate  from  Bartlesville  to  Caney.  allowed  to 
the  Standard  Oil  Company  during  1904,  before  the  completion  of  its 
pipe  line.  Caney  is  only  19  miles  from  Bartlesville,  but,  according 
ordinary  railroad  practice,  5  cents  for  19  miles  is  relatively  very  much 
lower  than  12  cents  for  55  miles. 

The  traffic  officers  of  the  Santa  Fe,  in  commenting  upon  the  former 
rate  of  5  cents  per  hundred  on  crude  oil  from  Bartlesville  to  Caney, 
have  stated  that  it  was  made  in  view  of  altogether  exceptional  condi- 
tions; that  the  railroad  knew  that  the  Standard  was  building  a  pipe 
line  from  Bartlesville  to  Caney  to  connect  with  the  existing  line  to 
Ncodesha;  that  there  was  a  very  large  quantity  of  crude  oil  already 
in  storage  at  Bartlesville  and  vicinity;  and  that  by  making  this  low 
rate  they  could  move  a  largo  v^olunic  of  oil  during  the  short  interval 
which  would  remain  before  the  completion  of  the  pipe  line.  In  other 
words,  the  rate,  it  is  said,  was  made  to  secure  traffi(^  which  otherwise 
would  not  have  l)een  si^curod  at  all.  It  is  contended  that  the  condi- 
tions are  ditferent  wIhmi  the  small  independent  refiners  ask  for  nites 
from  Bartlesville  into  Kansas.  Th(»  points  referred  to  in  this  section 
are  shown  on  the  accompanying  map. 

Section  3.  Kansas  statutory  rates. 

The  Kansas  legislature  in  1905,  in  connection  with  other  legislation 
affecting  the  oil  industry,  fixed  a  schedule  of  maximum  rates  applicable 
on  shipments  of  oil  within  the  State  of  Kansas.     This  schedule  applies 
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0:1  Ik).Ii  crude  and  refined  oil,  and  on  both  carload  and  less  than  car- 
load shipments.  It  provides  "'single-line"  rates  for  shipments  over 
a  single  railroad  and  somewhat  higher  rates  for  the  same  distance 
when  the  use  of  two  railroads  is  necessaiy.  The  following  is  a  copy 
of  this  schedule: 

KANSAS  STATUTORY  DISTANCE  RATES  ON  OIL,  CRUDE  OR  REFINED.  IN  CARLOADS  OR 

LESS  THAN  CARLOADS. 

[Rates  In  centa  per  hundreil  poundn.] 


6  miles  or  less 

10  miles  and  over  6  miles  . 
ir>  miles  ami  over  10  miles 

2)  miles  ami  over  15  miles 

3)  mile ^  and  over  20  miles 
40  miles  and  over  30  miles 
50  miles  and  over  40  milea 
60  miles  and  over  50  miles 
80  miles  and  over  60  miles 


Single-  Double- 
line  line  I 
rate.       rate. 


2.5 

3 

3.6 

4 

4.5 

5 

5.5 

6 

6.5 


Distance. 


Single-  Double- 
line        line 
rate.       rate. 


4 

4.5 
5 

5.5 
6 
6. 5 

7.5 

8 


100  miles  and  over  ¥0  miles. . 
125  miles  and  over  100  miles 
150  miles  and  over  125  miles 
175  miles  and  over  150  miles 
200  miles  and  over  175  miles 
225  miles  and  over  200  miles 
250  miles  and  over  225  miles 
Over  250  miles 


7 

8.6 

7.5 

9 

8 

9.5 

8.5 

9.6 

9 

10 

9.5 

10 

10 

10.5 

10.5 

10.5 

When  the  distance  is  over  250  miles,  the  following  additions  are 
made  to  lOi  cents:  , 


Distance. 

Rate. 

Distance. 

Rate. 

0  miles  or  less •. 

CenU. 
1 
2 
3 
4 

1  250  miles  and  over  200  miles ' 

300  miles  and  over  250  miles 

a-n/f. 
5 

100  miles  and  over  50  miles 

5.5 

VO  miles  and  over  100  miles 

1  Over300miles 

6 

200  mi  les  and  over  150  miles 

The  rates  named  l)y  the  legislature  are  undoubtedly  decidedly  low 
for  that  section  of  the  country.  The  railroads  complain  of  these  mtes 
as  unjust  to  them.  They  assert  also  that  the  low  mtes  are  of  more 
advantage  to  the  Standard  Oil  Company  than  to  \t»  competitors, 
because  the  Standard  ships  so  much  more  oil  under  them.  The  offi 
cers  of  that  company  take  the  same  position,  holding  that  the  change  in 
rates  has  been  of  more  benefit  to  them  than  to  competitors,  but  they 
agree  with  the  railroads  that  the  rates  are  themselves  too  low. 

This  report  presents  no  conclusion  as  to  whether  the  rates  fixed  by 
the  Kansas  legislature  are  unfair  to  the  railroads.  There  can  be  little 
question,  however,  that  they  are  beneficial  to  the  smaller  concernh*. 
They  aid  them  to  some  extent  in  obtaining  crude  oil  at  low  cost  and 
thus  reducing  their  disadvantage  as  against  the  Standard  Oil  Com- 
pany with  its  pipe  lines.  Moreover,  the  uniform  adjustment  of  rates 
throughout  the  State  precludes  the  possibility  of  such  discriminations 
in  behalf  of  particular  shipping  points  as  exist  in  many  other  parts  of 
the  country. 
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The  independent  refiners  as  well  as  the  crude-oil  producers  of  Kan- 
sas have  made  man}"  complaints  since  these  rates  went  into  effect  of 
discrimination  as  between  shipments  to  points  in  Kansas  and  shipments 
to  points  in  other  States.  They  point  out  that  the  rate  from  a  Kansas 
shipping  iK)int  to  a  station  on  the  boundary  of  Kansas  may  be  often 
only  one-half  or  one-third  of  the  rate  from  the  same  shipping  point  to 
a  station  in  another  State  only  a  few  miles  farther  away.  They  speak 
of  this  difference  as  a  discrimination  and  refer  to  a  Chinese  wall  which 
has  been  built  around  the  State  of  Kansas. 

It  is  impossible  to  agree  with  many  of  these  contentions  of  the  inde- 
pendent refiners  and  producers.  The  railroads  are  clearly  under  no 
legal  or  moral  obligation  to  fix  their  rates  on  interstate  shipments  on 
the  same  basis  as  the  rates  established  by  law  within  the  State  of 
Kansas.  It  ma}-  readily  l)e  that  in  many  particular  cases  the  inter- 
state rates  are  uimecessarily  high,  ])ut  the  railroads  can  scarcely  be 
expected  voluntarily  to  reduce  them  all  to  the  basis  of  the  Kansas 
rates. 

The  confusion  and  uncertainty  arising  out  of  the  complicated  rate 
situation  in  Kansas  with  regard  to  shipments  destined  to  points 
beyond  or  near  the  State  line,  is  well  illustrated  in  the  case  of  a  ship- 
ment of  refined  oil  fr^ni  Cherry  vale  to  Kansas  City,  Kans.,  in  April 
of  the  present  year.  The  lo«il  agent  of  the  Santa  Fe  in  billing  this 
shipment  applied  the  rate  ^ippropriate  under  the  State  law  to  the 
single  line  distance  from  C'herryvalo  to  Argentine,  the  Kansas  City 
junction  point  of  the  Santii  Fe,  or  SJ)  cents.  Subsequently,  how- 
ever, tiiis  wuybill  was  revised  and  a  rate  of  10  cents  was  applied, 
^M)ased  on  mileage  from  Cherry  vale  to  Kansas  Cit\',  Kans.,  via  Leav- 
enworth and  Missouri  Pacific/"'  which  was  the  rate  appropriate  to  the 
double  line  distance  over  the  route  mentioned.  But  the  shipment  did 
not  move  via  Leav(Miworth  and  the  Missouri  Pacific.  The  Santa  Fe 
reaches  Kansas  City.  Kans.,  over  its  own  rails  only  by  passing  through 
Kansas  City,  Mo.  Accordingly,  the  shipment  was  actually  carried  to 
the  latter  point  and  then^  transferred  to  the  Kansas  City  Belt  railwa}' 
for  delivery  in  Kansas  City,  Kans.  In  the  opinion  of  the  geneial 
freight  ag(Mit  of  the  Santa  Fe  this  was  an  interstate  shipment,  and 
it  was  therefon*  iini)n)i)er  to  apply  XUv  Kansas  rate  for  either  the 
single  or  the  d()ui)le  line  (listane(%  the  correct  rate  l)eing  the  inter- 
state tiiriir  rate  from  Cherry  vale  to  Kansas  City,  Mo.,  17  cents,  plus 
a  switching  charge  of  the  Kansas  City  Belt  amounting  to  $3. 

Section  4.  Rates  from  Neodesha  to  southwestern  Missouri  points. 

The  Standard  Oil  Company  during  VM)^>  had  a  nite  of  10  cents  }x*r 
hundred  pounds  over  the  St.  Louis  and  San  Francisco  from  Neodesha 
on  a  large  tratlic  to  south\v(»stern  Missouri  points.  The  independent 
reiinery  at  Cherryvale,  which  lies  between  Neodesha  and  these  south- 
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western  Missouri  points,  was  quoted  by  the  same  railroad  a  rate  of  17 
cents,  and  the  independent  refinery  at  Humboldt,  Kans.,  which  is  about 
equally  distant,  was  charged  a  rate  of  22  cents  by  the  Missouri,  Kansas 
and  Texas,  in  which  rate  the  Frisco  participated. 

This  discrimination  has  been  brought  about  in  the  following  manner: 
It  will  be  recalled  that  the  tariffs  of  the  St.  Louis  and  San  Francisco 
and  Atchison,  Topeka  and  Santa  Fe  railroads,  reading  from  Neodesha 
to  Kansas  City,  Mo.,  have  provided  for  a  10-cent  rate.  The  terms  of 
these  tariffs  were  so  vague  that  it  was  not  clear  whether  this  rate 
applied  on  refined  oil  or  only  on  crude.  At  any  rate,  the  chief  traffic 
oflScer  of  the  Atchison,  Topeka  and  Santa  Fe  in  October,  1905,  quoted 
to  the  refinery  at  Cherrj^valc,  Kans.,  a  rate  of  17  cents  on  refined  oil 
and  10  cents  on  crude,  Cherry  vale  })eing  intermediate  between  Kansas 
City  and  points  named  in  the  Santa^Fe's  tariff  as  taking  the  10-cent 
i-ate.  The  St.  Louis  and  San  Francisco  Kail  road  Company  has  actu- 
ally interpreted  its  tariffs  reading  from  Neodesha  to  Kansas  City,  for 
the  benefit  of  the  Standard  Oil  Company,  as  authorizing  a  10-cent  rate 
on  refined  oil  as  well  as  crude.  Then,  by  reference  to  a  circular  of 
the  Frisco  system  making  Kansas  City  rates  applicable  to  certain  other 
points,  the  10-cent  rate  has  been  made  available  to  the  Standard  Oil 
Company  on  shipments  of  refined  oil  from  Neodesha  to  a  large  section 
of  southwestern  Missouri. 

In  this  way  the  rate  of  10  cents  per  hundred  pounds  from  the  oil 
fields  of  southeastern  Kansas  to  Kansas  City,  which  was  made  by 
the  railroads  as  a  concession  to  the  popular  demand,  has  actually  been 
used  to  the  special  advantage  of  the  Standard  Oil  Company,  and  has 
helped  others  but  little. 

In  order  better  to  understand  this  situation  reference  should  be 
made  to  the  accompanying  map,  which  shows  the  relation  of  the 
various  refining  points  to  the  southwestern  Missouri  territory.  The 
map  also  includes  the  lines  of  the  Frisco  system  connecting  these 
points.  It  will  be  seen  that  Cherryvale  is  intermediate  on  the  line  of 
this  I'ailroad  between  Neodesha  and  southwestern  Missouri. 

The  lO-cent  rate  enjoyed  })y  the  Standard  Oil  Company  on  ship- 
ments to  southwestern  Missouri  applied  to  a  large  number  of  impor- 
tant towns.  The  territory  include.5  the  populous  lead  region,  as  well 
as  a  large  and  prosperous  agricultural  district.  The  10-cent  rate  has 
applied  from  Neodesha  to  Joplin,  Carthage,  Webb  City,  Clinton, 
Neosho,  Monett,  and  other  points  on  the  lines  of  the  Frisco  as  far  east 
as  Springfield,  Mo.  Springfield  is  an  exceedingly  largo  distributing 
point,  from  which  oil  is  shipped  on  favorable  rates  both  in  carloads 
and  less  than  carloads  to  many  smaller  towns  and  even  into  Indian 
Territory.  The  shipments  of  the  Standard  Oil  Company  from  Neodesha 
to  southwestern  Missouri  points  on  the  10-cent  rate  during  October, 
1905,  as  shown  by  the  tonnage  records  of  the  Frisco  Ilailroad,  aggre- 
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gat^d  over  1,250,000  pounds.  Shipments  during  March  and  April, 
1905  (possibly  not  including  the  entire  months),  aggregated  1,315,053 
pounds.  It  is  probably  safe  to  say  that  the  shipments  from  March  to 
November,  1905,  inclusive,  averaged  over  750,000  pounds  per  month. 

Admitting,  for  the  moment,  that  the  application  of  the  10-cent  rate 
on  any  of  these  shipments  was  legal,  it  clearly  shows  the  confusion 
which  arises  from  the  complicated  methods  of  arranging  tariffs.  The 
Frisco^s  tatiff  No.  481  D,  effective  December  18,  1904,  was  a  special 
tariff  on  oil  and  its  product^j  reading  from  Neodesha  and  Pittsburg, 
Kans. ;  Springfield,  Mo. ;  Muskogee  and  Red  Fork,  Ind.  T. ;  to  various 
stations.  This  tariff  stated  specifically  and  clearly  that  the  rate  on  oil, 
crude  or  refined,  from  Neodesha  to  a  considerable  number  of  points 
in  southwestern  Missouri  was  17  cents  per  hundred  pounds.  These 
points  include  Carthage,  Webb  City,  and  Joplin.  An  amendment, 
effective  January  1,  1905,  named  the  17-cent  rate  to  still  other  points, 
including  Springfield,  Nichols,  and  Aurora.  An  amendment  dated 
Oc^tober  8,  1905,  reduced  the  rate  to  Springfield  to  15  cents,  but  left 
the  other  17-cent  rates  unchanged. 

The  10-cent  rate  has  been  secured  by  reference  to  a  circular  of  the 
St.  Louis  and  San  Francisco  Railroad  Company,  No.  107  A,  effective 
January  28,  1904,  and  duly  filed  with  the  Interstate  Commerce  Com- 
mission. This  circular  provides  that  the  rates  between  stations  on  or 
north  of  the  Frisco  line  from  Springfield,  Mo.,  to  Columbus,  Kans.,  on 
the  one  hand,  and  stations  west  and  south  of  this  line,  on  the  other 
hand,  which  would  include  Neodesha,  shall  be  the  current  rates  in 
effect  in  certain  enumerated  tariffs  between  Kansas  City,  Mo.,  and  such 
stations  south  of  the  above-described  lino.  The  tariff  of  the  Frisco 
naming  rates  between  Neodesha  and  Kansas  City  was  amended,  after 
the  issue  of  this  circular,  so  as  to  name  a  rate  of  10  cents.  The  cir- 
cular has,  therefore,  been  referred  to  as  authorizing  the  application  of 
the  same  iiite  between  Neodesha  and  points  on  the  Frisco  in  Missouri 
west  of  Springfield.  Only  a  shipper  able  to  maintain  an  expensive 
tariff  bureau,  as  the  Standard  does,  could  reasonably  be  expected  to 
evolve  from  this  complex  arrangement  the  i*ate  in  question.  In  any 
event,  the  Standard  \vas  the  only  concern  which  did  secure  this  rate. 

No  ordinary  shipper  would  be  likely  to  discover  the  possibility  of 
such  an  application  of  the  rate.  In  the  first  place,  the  rate  between 
'Kansas  City  and  Neodesha  is  not  a  rate  between  Kansas  City  and  a 
**  station  south  of  the  above  described  line,"  for  Neodesha  is  to  the 
west  and  north  of  the  line.  By  the  liti*nil  terms  of  the  circular  itself, 
therefore,  it  did  not  warrant  the  interpretation  put  upon  it;  and  this 
was  admitted  by  the  general  freight  agent  of  the  St.  Louis  and  San 
Francisco,  who  stated,  however,  that  the  language  employed  did  not 
express  the  original  intention,  which  would  have  permitted  the  appli- 
cation made.     But  beyond  this,  the  circular  states: 
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The  current  rates  in  effect,  hi  tariffs  enumerated  below ^  l)etween  Kansas  City,  Mo., 
and  any  station  south  of  tlie  al)ove-(le«cribed  line  will  be  the  maximum  rates  to  be 
applied  between  such  station  and  any  station  on  and  north  of  said  line. 

The  circular  continues: 

The  foregoinj?  will  apply  as  an  amendment  to  the  following  tariffs. 

A  long  list  of  taritf«  follows,  but  this  list  does  not  include  Tariff 
No.  481  D,  which  named  the  rates  on  oil  from  Neodesha  to  points  in 
southwestern  Missouri,  nor  does  it  include  the  preceding  tariffs  whicl. 
were  canceled  b\^  No.  481  D.  There  have  been  amendments  to  tlu 
circular,  but  none  of  them  says  anything  about  the  tariff  on  oil  from 
Neodesha. 

The  theory  on  which  this  circular  was  made  to  authorize  the  10-cent 
rate  is  that  it  did  enumerate  among  the  tariffs  listed  the  tariff  apply- 
ing on  oil  between  Kansas  City  and  Neodesha  (499),  and  that  amend- 
ments to  its  successor,  499  A,  contained  the  10-cent  rate  after  March, 
1905.  It  might  be  contended,  therefore,  that  this  tariff  was,  by  the 
circular,  amended  so  as  to  include  southwestern  Missouri  points.  A 
railway,  however,  ought  not  to  be  allowed  to  amend  one  tariff  by  an 
amendment  to  another  tariff  covering  wholly  different  points.  So  long 
as  the  tariff  No  481  D,  which  specifically  named  the  17-cent  rate,  was 
not  mentioned  in  the  circular  as  being  amended,  and  so  long  as  it  did 
not  itself  refer  to  the  circular  or  to  any  provision  regarding  maximum 
rates,  ordinary  shippers  had  no  notice  that  it  was  amended.  As  a 
matter  of  fact.  Tariff  No.  481  D  was  issued  after  the  circular,  and  so 
could  not  be  amended  by  it. 

The  circular  was  first  used  as  a  basis  for  the  10-ccnt  rate  from  Neodesha 
to  southwestern  Missouri  points  in  March,  1905.  The  tariff  publish- 
ing the  17-cent  rate  to  these  points  was  dated  December  18,  1904. 
It  was  repeatedly  amended  during  1905,  but  none  of  these  amend- 
ments indicated  in  any  way  that  a  rate  of  10  cents  was  to  be  applied. 
On  the  contrary,  they  left  the  rate  of  17  cent^  apparently  in  effect  to 
all  the  southwestern  Missouri  points  mentioned,  except  that  in  Octo- 
ber, 1905,  the  rate  to  Springfield  was  reduced  to  15  cents.  At  the 
very  same  time  that  this  amendment  of  October  8,  1905,  was  issued, 
directl}-  proclaiming  that  the  rate  from  Neodesha  to  Springfield  was 
15  cents,  the  Frisco  was  carrying  oil  for  the  Standard  Oil  Company 
from  Neodesha  to  Springfield  for  10  cents. 

The  railroads  themselves  apparently  had  no  intention  of  changing 
their  regular  17-cent  rate  from  Neodesha  to  southwestern  Missouri 
when  they  reduced  the  Kansas  City  rate  to  10  cents.  Up  to  at  least 
some  time  in  May,  1905,  the  St.  Louis  and  San  Francisco  Railroad  was 
billing  oil  for  the  Standard  from  Neodesha  to  southwestern  Missouri 
points  at  17  cents  per  hundred  pounds,  and  collecting  these  charges. 
About  that  time,  however,  the  Stiindard  Oil  Company  put  in  a  claim 
against  the  St.  Louis  and  San  Fmncisco  to  have  a  10-cent  rate  applied 
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on  the  shipments  which  had  moved  between  March  and  May,  citing 
the  circular  107  A  as  authority  for  this  rate.  The  railroad  company 
granted  this  claim  and  refunded  the  excess  of  freight  charges.  There- 
after the  shipments  were  billed  directly  at  the  10-cent  rate. 

The  explanations  given  by  the  officers  of  the  St.  Louis  and  San  Fi'an- 
cisco  with  regard  to  the  application  of  the  10-cent  rate  between  Neo- 
desha  and  southwestern  Missouri  points  have  been  conflicting  and 
unsatisfactory.  These  explanations  serve  to  show  in  themselves  the 
confusing  nature  of  the  tariffs. 

Acccording  to  the  general  freight  agent  of  the  Frisco,  the  theory 
on  which  the  rates  from  points  in  southern  Kansas  to  Kansas  City  were 
made  the  maxima  on  shipments  from  the  same  points  to  southwestern 
Missouri,  was  that  southwestern  Missouri  points  were  intermediate  on 
the  line  of  the  Frisco  between  points  in  southern  Kansas  and  Kansas 
City.  Prior  to  about  the  Ijeginning  of  1904  the  Frisco  had  only  an  indi- 
I'ect  line  from  southern  Kansas  to  Kansas  City  passing  through  these 
southwestern  Missouri  points.  At  that  time  the  Frisco  acquired  con- 
trol of  the  Kansas  City,  Fort  Scott  &  Memphis  Railroad,  which  ran 
from  Kansas  City  down  the  eastern  border  of  Kansas,  thus  creating 
a  more  direct  line  between  southern  Kansas  and  Kansas  City.  The 
acquisition  of  this  line,  according  to  the  statement  of  the  general 
freight  agent,  left  doubt  as  to  how  far  the  points  in  southwestern  Mis- 
souri should  continue  to  be  treated  as  intermediate  to  Kansas  City  in 
making  i*ates,  and  for  this  reiison  the  circular  107  A  was  issued  with  a 
view  to  limiting  the  area  which  should  be  so  treated  as  intermediate 
in  using  Kansas  City  rates  as  maxima. 

When  the  question  as  to  the  propriety  of  tlie  application  of  the  10- 
cent  rate  on  oil  from  Neodesha  to  southwestern  Misvsouri  points  wa^ 
first  taken  up  with  the  general  freight  agent  of  the  Frisco  by  corre- 
spondence, he  replied  in  a  letter  that  the  10-cent  rate  was  properly 
applicable  to  southwestern  Missouri  points  up  to  October  8,  1905,  for 
the  reason  that  the  10-cent  rate  between  Neodesha  and  Kansas  City 
was,  under  the  tariff  establishing  it,  an  intermediate  iTite;  that  is, 
applying  from  and  to  intermediate  points  l)etween  Neodesha  and  Kan- 
sas City.  On  October  S,  1905,  the  letter  continued,  the  tariff  naming 
tlie  lo-c(Mit  rate  was  amended  to  make  it  noni intermediate,  so  that 
th(M-eafter  it  was  not  properly  applicable  to  southwCvStern  Missouri 
l)()ints. 

8ul)sc(iiicntly  the  matter  of  the  lU-cent  nite  was  again  taken  up  in 
an  oral  interview  with  the  general  freight  agent  of  the  Frisco.  He 
tlicn  stated  at  first  tliat  the  10-cent  rate  had  at  no  time  propc>rly  been 
applicable  l)etween  Neodesha  and  southwestern  Missouri  points,  as  it 
had  not  been  intended  to  \n\  an  intermediate  rate.  He  ssiid  that  the 
general  freight  department  of  the  Frisco  hi\d  not  been  aware  until 
about  the  first  of  October,  11^05,  tiiat  the  rate  of  10  cents  from  Neo 
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desha  to  Kansas  City  was  being  used  as  the  basis  for  shipments  from 
Neodesha  to  southwestern  Missouri,  and  that  as  soon  as  the  fact  was 
discovered  the  tariff  naming  the  10-cent  rate  was  amended  so  as  to 
make  it  perfectly  clear  that  it  did  not  apply  to  intermediate  points, 
but  was  only  a  terminal  i*ate.  Later  in  the  same  intei-view,  however, 
the  general  freight  agent  said  that,  since  the  tariff  naming  the  10-cent 
rate  between  Neodesha  and  Kansas  City  had  not  specifically  stated 
whether  the  rate  was  intermediate  or  nonintermediate,  it  was  proper 
to  interpret  it  as  being  intermediate,  and  therefore  proper  to  use  the 
10-cent  rate  on  shipments  from  Neodesha  to  southwestern  Missouri  up 
to  October  8,  1905.  It  should  be  stated  on  this  point-  that  it  is  the 
more  common  practice,  at  any  rate,  of  railroads  in  naming  special  com- 
modity rates  to  treat  them,  in  the  absence  of  a  specific  statement  that 
they  are  intermediate,  as  applicable  only  from  and  to  the  particular 
points  mentioned  and  not  from  or  to  intermediate  points. 

However  this  may  be,  it  is  a  striking  fact  that  after  October  8, 1905, 
when  the  tariff  naming  the  10-cent  rate  from  Neodesha  to  Kansas  City 
had  been  amended  so  as  to  state  specifically  that  it  was  a  terminal  rate 
and  did  not  apply  to  intermediate  points,  the  Frisco  still  continued,  up 
to  about  the  end  of  November,  to  carry  oil  for  the  Standard  Oil  Com- 
pany from  Neodesha  to  southwestern  Missouri  points  at  the  rate  of 
10  cents.  Moreover,  during  this  interval  the  Frisco  quoted  to  the 
Uncle  Sam  Oil  Company  at  Cherry  vale,  Kans.,  which  is  situated  on  the 
line  of  the  Frisco  intermediate  between  Neodesha  and  southwestern 
Missouri,  a  rate  of  17  cents  to  Joplin  and  15  cents  to  Springfield. 

The  following  is  a  copy  of  a  letter  from  Mr.  Voorhees,  general 
freight  agent  of  the  St.  Louis  and  San  Francisco,  to  the  Uncle  Sam 
Oil  Company,  quoting  these  rates: 

St.  Lou  IB,  Ortofier  23^  1905. 
The  Uncle  Sam  Oil  Company,  Cherrnvale^  Kans. 

Gentlemen:  Your  request  of  October  17 — our  present  rates  on  crude  and  refined  oil 
in  carload  lots  in  barrels  or  tank  cars  from  Cherryvale,  Kans.,  to  St.  Louis  and  Joj>- 
lin,  17  cents;  to  Springlield,  15  cents;  to  Memphis,  Tenn.,  27  cents;  Little  Rock, 
Ark.,  24  cents,  and  Birmingham,  Ala.,  53  cents  per  hundred. 

Yours,  truly,  K.  K.  V<K)RnEE8. 

It  will  be  seen  that  the  rates  quoted  to  Joplin  and  Springfield  are 
those  which  were  covered  by  the  published  tariff  from  Neodesha,  No. 
481  A.  Apparently  the  Frisco  officers  treated  Cherryvale  as  being 
entitled  to  the  rates  pu})lished  from  Neodesha,  on  the  ground  that  it 
was  an  intermediate  point.  If  the  Standard  Oil  Company  was  enti- 
tled to  a  10-cent  rate  by  reason  of  the  loose  interpretation  of  the 
terms  of  circular  No.  107  A,  then  the  refinery  at  Cherryvale  ought 
to  have  been  given  the  same  rate. 

The  following  table  compares  the  rates  and  distances  from  Neodesha 
and  Cherrj^vale,  respectively,  to  three  of  the  leading  towns  in  Missouri 
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to  which  the  Standard  Oil  Company  was  given  the  10-cent  rate.  It 
also  shows  the  rates  per  ton  per  mile.  It  will  be  seen  that  the  latter 
are  about  twice  as  high  from  Cherry  vale  as  from  Neodesha. 

RATES  FROM   NEODESHA  AND  CHERRYVALE,  KANS.,  TO  SOUTHWESTERN   MISSOURI 

POINTS,  OCTOBER,  1905. 


From  Neodeslm. 


i  Rate  per 
hundred 
j  pounds. 


Joplin 

Springfield . 
Clinton 


Cents. 
10 
10 
10 


j)j        Rate  per 
^'*'     i   ton  per 
I     mile. 


tance. 


83 
162 
268 


CenUi. 
2.41 
1.23 
.75 


Fronf  Cherry  vale. 


Rate  per 
hundred 
poundfl. 


OnU. 
17 
«17 
17 


Di»-    iBateP*' 


Miles. 


148 
254 


OtnU. 
4.«8 
"2.30 
1.S4 


a  After  October  8, 1905.  the  rate  from  Cherrynrale  to  Springfield  vraa  15  cents  per  hundred  pounds. 
This  rate  gives  2.03  cent«  per  ton  per  mile  instead  of  2.30  cents. 

In  Noveml>er,  1905,  the  Frisco  finally  amended  its  circular  107  A, 
which  was  made  the  basis  of  the  10-cent  rate,  by  providing  in  substance 
that  nonintermediate  rates,  like  that  from  Neodesha  to  Kansas  City, 
should  not  1)0  used  as  maxima  l>etween  points  in  Kansas  and  points  in 
s  nithwostern  Missouri.  Thereafter,  accordingly,  the  Standard  ceased 
t.)  use  the  10-cent  rate  and  paid  17  cents  to  most  points  in  southwestern 
?.Iissouri,  15  cents  to  Springfield.  The  tariff  has  since  been  amended 
s)  that  the  regular  mte  is  15  cents  from  Neodesha  to  all  southwestern 
Missouri  points,  and  the  same  rate  is  paid  by  the  Cherry  vale  refinery. 

As  already  stated,  the  independent  refinery  at  Humboldt,  Kans., 
which  is  us  near  to  southwestern  Missouri  as  Neodesha  is,  has  not  had 
th(»  advantage  of  any  such  low  rate  as  10  r'ents.  It  was  stated  by  a 
traffic  official  of  the  Missouri,  Kansas  and  Texas  that  there  were  no 
through  rates  between  points  on  that  road  and  points  on  the  St.  Louis 
and  San  Fnuu-isco,  for  which  rciison  shippers  at  Humboldt  would  not 
ho  able  to  rejich  points  on  the  latter  road  in  competition  with  shippers 
located  thereon.  The  Missouri,  Kansas  and  Texjis  when  asked  for 
rates  by  the*  lluinboldt  refinery,  on  May  4,  1905,  quoted  22  cents  to 
Springfield,  Mo.  Moreover,  on  September  8,  1905,  and  again  on 
Novenibc  r  4,  1905,  the  Humboldt  refinery  shipped  a  car  of  refined  oil 
to  Springfield,  Mo.,  on  a  through  rate  of  22  cents.  The  shipments 
from  Humboldt  moved  over  the  Missouri,  Kansas  and  Texas  to  Par- 
sons, Kans.,  and  thence  over  the  St.  Louis  and  San  Fi*ancisco  to 
Springfield,  the  former  road  receiving  7.7  cents  and  the  latter  14.3 
cents  as  their  respective  proportions  of  the  through  rate  of  22  cents. 
It  will  thus  be  seen  that,  during  the  same  period  when  the  St.  Louis 
and  San  Francisco  cariied  oil  for  the  Standard  Oil  Company  from 
Neod(\slui  to  Si>ringfiel(l  for  10  ci^iits  per  hundred  pounds,  it  charged 
an  independent  refiner  at  Hum})oldt  14.8  cents  per  hundred  pounds 
from  a  point  intermediate  between  Neodesha  and  Springfield  to  the 
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same  de'stiniition.  Obviousl}"  if  the  St.  Louis  and  San  Francisco  was 
to  participate  at  all  in  making  this  through  rate,  the  proportion  accru- 
ing to  it  should  not  have  exceeded  the  local  rate  for  a  longer  haul  to 
the  same  destination  over  the  same  line.  Indeed,  on  recognized  prin- 
ciples of  rate  making  such  proportion  should  have  been  materially  less 
than  this  local  rate. 

By  means  of  this  10-ccnt  rate  from  Neodesha  to  Springfield  the 
Standard  Oil  Company  was  able  to  ship  from  Neodesha  into  Miami, 
Vinita,  Claremore,  and  Tulsa,  Ind.  T.,  at  lowerrates  than  those  known 
to  independent  refiners  at  Humboldt  and  Cherry  vale.  It  will  be 
recalled  that  up  to  the  close  of  1905  a  rate  of  6  cents  per  hundred 
pounds  was  in  effect  from  Springfield  to  Vinita  and  Miami,  making 
the  total  rate  from  Neodesha  16  cents  per  hundred;  and  that  the 
i*ate  from  Springfield  to  Tulsa  and  Claremore  was  8  cents,  making  a 
total  rate  from  Neodesha  of  18  cents.  The  distance  from  Neodesha 
to  Tulsa  by  wa}'  of  Springfield  is  347  miles.  The  refinery  at  Cherry- 
vale,  104  miles  from  Tulsa,  has  been  quoted  a  rate  of  29*  cents,  or 
11  cent^  more  than  the  Standard  had  to  pay  for  more  than  three 
times  the  distance.  This  quotation,  to  be  sure,  was  not  made  by  the 
St.  Louis  and  San  Francisco,  which  had  the  low  combination  of  rates 
by  way  of  Springfield,  but  by  the  Atchison,  Topeka  and  Santa  Fe.  It 
appears  in  a  letter  from  the  general  freight  agent  of  the  Santa  Fe  at 
Topeka,  to  the  Uncle  Sam  Oil  Company,  under  date  of  October  20, 
1905.  During  that  same  month  the  Standard  Oil  Company  actually 
shipped  numerous  cars  from  Neodesha  to  Springfield  at  10  cents,  and 
at  least  one  car  from  Springfield  to  Tulsa  at  8  cents. 

The  remarkable  character  of  this  difference  in  rates  may  be  better 
understood  by  an  examination  of  the  map  facing  page  377,  which  shows 
conspicuously  the  roundabout  route  which  the  Standard  Oil  Company 
would  use  from  Neodesha  to  Tulsa,  as  compared  with  the  direct  route 
from  Cherryvale  to  Tulsa. 

The  St.  Louis  and  San  Francisco  had  a  rate  in  effect  from  Muskogee, 
Ind.  T.,  where  an  independent  refiner}'  is  situated,  to  Tulsa,  of  12^  cents 
per  hundred  pounds.  The  distance  from  Muskogee  to  Tulsa  is  85 
miles  over  the  lines  of  the  Frisco,  although  much  less  by  the  direct 
line  of  the  Missouri,  Kansas  and  Texas.  At  the  same  time  that  this 
rate  was  in  effect  the  Frisco  was  hauling  oil  347  miles  for  the  Standard 
Oil  Company  to  Tulsa  at  18  cents.  Again,  the  Frisco  published  a  rate 
from  Muskogee  to  Vinita  of  19  cents  per  hundred  pounds.  The  dis- 
tance over  this  line  between  these  points  is  149  miles,  although  the 
direct  distance  on  the  Missouri,  Kansas  and  Texas  is  less  than  half  as 
great.  At  the  same  time  tlie  Frisco  was  carrying  oil  from  Neodesha 
by  way  of  Springfield  to  Vinita,  283  miles,  for  16  cents. 

The  Bureau  offers  no  conclusion  as  to  whether  this  10-cent  rate  of 
the  Standard  Oil  Company  on  shipments  from  Neodesha  to  south- 
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western  Missouri  was  an  illegal  i*ate.  Competitors  of  the  Standard, 
however,  did  not  know  of  its  existence.  The  quotation  of  higher  rates 
to  a  competitor  whose  refinery  was  intermediate  to  that  of  the  Standard 
at  Neodesha  may  have  been  due  to  accidental  oversight,  but  equally  it 
may  have  been  due  to  intention.  The  whole  situation  shows  clearly 
how  uuf-atisfactor}'  is  the  present  method  of  publishing  tariffs.  Every 
tariff  which  purports  to  show  on  its  face  the  rates  on  a  particular  com- 
modity from  a  |mrticular  point  to  a  particular  destination  ought  to 
show  the  only  rat<^s  actually  in  force  between  these  points  at  that  time 
or  else  perfectly  clearly  to  refer  to  other  rates  or  maxima.  If  it  is 
the  inti^ntion  of  ^a  niilrojid  company  to  change  the  rates  in  such  a 
tariff,  it  should  change  them  directl}'  by  an  amendment  to  that  tariff, 
and  not  by  some  indirect  method.  Exceptions  to  this  principle  should 
occur  only  by  oversight,  and  should  be  remedied  as  soon  as  discovered. 

n.  AKBITBAKT  WEIGHTS  ON  CBX7DE  OIL  AND  ITS  FBODX70T8. 

Section  5.  Arbitrary  weights  in  general. 

The  Stjuidaixl  Oil  Company  has  enjoyed  a  very  great  advantage  in 
shipments  from  its  refineries  at  Neodesha,  Kans.,  and  Sugar  Creek, 
Mo.,  by  reason  of  the  fact  that  all  the  products  of  these  refineries 
have  been  carried  by  the  niilroads  at  an  arbitrary  weight  of  6 A  pounds 
per  gallon,  while  crude  oil,  which  comes  in  competition  with  fuel  oil 
from  the  n^fincries,  has  been  carried  at  the  arbitrary  weight  of  7.4 
pounds  per  gallon.  Fuel  oil  is,  in  fact,  considerably  heavier  than 
crude  oil,  while  gtis  oil,  another  important  product  of  refining,  is 
([uite  as  heavy  as  most  Kansas  crude.  The  significance  of  this  dis- 
crimination in  arbitrary  W(M<i^hts  lies  in  the  fact  that  the  crude  oil  pro- 
ducers of  Kansas,  since  tiie  ])ricesat  the  wells  have  fallen  so  low,  have 
naturally  desired  to  obtain  markets  for  it  as  fuel,  instead  of  being  com- 
pelled to  st^ll  it  all  to  the  Standard  Oil  Compan}'  for  refining  purposes. 
Had  it  not  been  for  tiie  difference  in  the  weights  fixed  by  the  railroads, 
there  is  little  doubt  that  large  quantities  of  Kansas  crude  oil  could 
have  been  sold  in  a  numbcM*  of  importiuit  markets,  particularly  St. 
Ijouis  and  vicinity,  in  comj)etition  with  fuel  oil  produced  by  the  refin- 
eries of  the  Standard  Oil  Comi)any,  and  at  prices  materially  higher 
than  those  i)aid  to  the  producers  l)y  the  Standard. 

In  all  the  east<Mn  oil  fields  the  railroad  companies  have  for  many 
years  lixed  an  ari>itrarv  weight  of  (J. 4  pounds  per  gallon  on  crude  oil 
and  all  its  n^lincd  products.  This  was  done  for  convenience,  and  as 
far  as  eastern  territory  was  concerned  there  has  never  been  much 
complaint  of  it,  because  in  that  territory  crude  oil  has  been  too  valu- 
able for  relininir  purposes  to  be  sold  directly  as  fuel.  As  a  matter  of 
fact,  th(^  weioht  of  the  different  kinds  of  crude  oil  per  gallon  varies 
greatly,  and  the  weights  of  the  products  of  refining  vary  much  more 
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widely  still.  Thus  the  lighter  grades  of  naphtha  may  not  weigh  more 
than  5i  pounds  per  gallon,  while  the  heavier  grades  of  lubricating  oil 
weigh  as  much  as  7i  pounds.  The  railroads  adopted  the  weight  of  i\A 
pounds  as  approximately  the  average  w^eight  of  all  refined  products. 

Aside  from  other  circumstances,  the  situation  with  respect  to  arbi- 
trary weights  on  petroleum  and  its  products  in  the  eastern  States  is 
different  from  the  situation  in  the  Kansas  field  for  this  reason:  The 
great  bulk  of  the  products  of  refining,  particularl}^  of  Pennsylvania 
crude  oil,  are  high-grade  commodities.  Very  little  fuel  oil  is  produced, 
and  comparatively  little  gas  oil.  The  Kansas  oil,  being  heavier,  pro- 
duces a  smaller  proportion  of  high-grade  products  like  naphtha  and 
illuminating  oil,  and  a  very  large  amount  of  the  heavier  products. 
The  lighter  fraction  of  these  heavier  products  consists  of  gas  oil,  which 
commands  fairly  high  prices  and  does  not  come  directly  into  compe- 
tition with  coal.  There  remains,  however,  a  large  amount  of  heavy 
residuum  or  fuel  oil  of  low  value,  which  does  come  directly  into  compe- 
tition with  coal. 

Kansas  crude  oil  is  inferior  to  Pennsylvania  crude,  though  not  to 
Lima  crude.  Partly  for  this  reason,  and  partly  Ijecause  of  the  arbi- 
trary price  policy  of  the  Standard  in  Kansas,  the  price  of  crude  oil  has 
for  nearly  two  years  past  been  exceedingly  low.  The  Standard  Oil 
Company  has  been  almost  the  only  purchaser.  Notwithstanding  the 
fact,  therefore,  that  Kansas  crude  oil  contains  valuable  lighter  prod- 
ucts which  can  be  separated  by  the  process  of  refining,  it  may  come 
directly  into  competition  with  fuel  oil  produced  by  refining.  Indeed, 
the  producers  of  the  heavier  grades  would  have  been  glad  of  an 
opportunity,  during  the  last  year  or  two,  to  sell  their  oil  on  equal 
terms  with  the  fuel  oil  from  the  Standard  refineries.  The  Standard 
Oil  Company  has  fixed  a  scale  of  prices  by  which  it  pays  much  less 
for  the  heavier  grades  than  for  the  lighter;  and  during  part  of  1905 
it  absolutely  refused  to  buy  Kansas  crude  of  a  gravity  less  than  30^ 
Baum^. 

Section  6.  Increase  of  the  arbitrary  weight  of  Kansas  crnde  oil. 

Up  to  1902  the  railroads  handling  Kansas  oil  used  the  arbitrary 
weight  of  6.4  pounds  per  gallon  both  for  crude  oil  and  for  all  of  the  prod- 
ucts of  refining;  but  when  the  Kansas  field  began  to  grow  more  impor- 
tant they  advanced  the  weight  of  crude  oil  to  lA  pounds  per  gallon, 
while  leaving  the  weight  of  refined  products  0.4:  pounds.  Apparently 
it  waif  at  first  the  intention  to  put  the  fuel  oil  remaining  after  the  refin- 
ing process  on  the  same  basis  as  crude  oil;  but  the  strenuous  opposi- 
tion of  the  Standard  Oil  Company  to  this  proposal  led  the  railroads  to 
treat  fuel  oil  from  the  refinery  as  a  refined  product  and  to  carry  it  at 
the  weight  of  6.4  pounds. 
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The  increase  in  the  arbitrary  weight  of  crude  oil  was  first  made  by 
a  circular  of  the  Tmns-Missouri  Freight  Bureau  issued  in  June,  1JK)2. 
At  this  time  the  chief  shipper  of  crude  oil  in  Kansas  was  Mr.  I.  N. 
Knapp,  of  Chanuf-e.  He  had  contracts  for  the  sale  of  large  quantities 
of  crude  petroleum  as  fuel  to  the  gas  companies  at  Kansas  City  and 
Omaha.  When  Mr.  Knapp  was  advised  of  the  advance  in  the  arbitrary 
weight  he  immediately  protested  to  the  Santa  Fe  Railroad,  over  which 
he  was  chiefly  shipping.  He  pointed  out  that  his  contracts  had  been 
made  on  the  basis  of  freight  charges  at  the  weight  of  6.4  pounds  per 
gallon.  He  had  just  made  contracts  for  the  period  of  a  year  begin- 
ning June  1,  1002,  covering  about  400  carloads  of  oil. 

The  division  freight  agent  of  the  Santa  Fe  wrote  Mr.  Knapp  that 
the  advance  in  estimated  weight  had  been  made  at  the  instance  of  other 
lines  and  not  of  the  Santa  Fe.  This  agent  stated  further  that  he  would 
endeavor  to  have  the  arbitrary  weight  reduced  to  6.4  pounds.  As  a 
matter  of  fact  this  was  done  in  August,  1902.  About  two  weeks  later, 
however,  the  matter  was  again  taken  up  at  a  meeting  of  the  Trans- 
Missouri  Freight  Bureau  in  the  absence  of  this  division  ^ent,  and  the 
weight  on  crude  oil  was  again  advanced  to  7.4  pounds,  where  it  has 
stood  ever  since  so  far  as  interstate  shipment  is  concerned. 

Mr.  Knapp  complained  further  at  this  time  that  the  advance  in  the 
weight  of  crude  oil  put  him  at  a  disadvantage  in  competition  with  fuel 
•and  gas  oil  from  the  Standard  refinery  at  Neodesha  or  from  the  East 
The  western  lines  subsequently  advanced  the  arbitrary  weight  of 
crude  oil  coming  from  east  of  the  Mississippi  River.  But  this  was 
really  of  no  assistance  to  Mr.  Knapp;  the  competition  which  he  really 
encountered  was  that  of  the  fuel  oil  produced  by  the  Neodesha  I'efin- 
ery,  which  was  still  cjirried  at  the  arbitrary  weight  of  6.4  pounds. 
Mr.  Knapp's  repeated  protests  against  this  discrimination  were  of  no 
effect. 

The  Standard's  officers  assert  that  one  of  the  motives  for  this  advance 
in  the  arbitrary  weight  of  crude  oil  in  1902  was  the  desire  to  influ- 
ence the  action  of  the  Texas  Rjiilwav  Commission  with  respect  to  the 
arbitrary  weights  to  be  permitted  on  shipments  of  Texas  crude,  which 
was  already  a  business  of  great  importance.  The  Texas  commission 
at  that  time  was  refjuiring  the  railroads  to  take  Texas  crude  oil  at  an 
arbitrary  weight  of  6.4  pounds  per  gallon  when  shipped  to  points 
within  the  State.  The  railroads  had  made  the  arbitrary  weight  7.4 
pounds  on  Texas  oil  in  interstate  traffic,  and  were  endeavoring  to  per- 
suade the  Texas  liailway  Commission  to  permit  the  same  weight  to  be 
used  on  shipments  within  the  State.  It  is  contended  that  in  oixier 
to  be  consistent  in  this  demand  the  railroads  found  it  necessary  to 
advance  tlic  arbitrary  weight  of  Kansas  crude  oil,  which  actually 
w(Mghs  considerably  more  than  6.4  pounds  per  gallon. 
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Section  7.  Actual  weights  of  crnde  oil,  gas  oil,  and  fuel  oil. 

It  requires  little  consideration  to  see  that  crude  oil  must  necessarily 
be  lighter  than  some  of  the  products  of  its  distillation.  The  process 
of  refining  consists  mainly  of  dividing  up  the  crude  oil  into  fractions, 
beginning  with  those  which  are  lightest  and  passing  down  to  those 
which  are  heaviest.  The  lighter  products,  naphtha  and  refined  oil, 
l>eing  taken  off,  the  remaining  products  are  necessarily  heavier  than 
the  crude. 

The  following  table  shows  the  weight  per  gallon  of  oils  of  various 
gravities  according  to  the  Baum^  scale: 


Gravity. 

Weight  per! 
(T.S.  gallon.  1 

Gravity. 

Weight  per 
U.S.  gallon. 

Gravity. 

Weight  per 
U.S.  gallon. 

°Baumf. 

I*ound8. 

^BaunU. 

J*(mnd8. 

°  Baumi. 

Pimnds. 

20 

7.78 

30 

7.29 

40 

6.86 

22 

7.67 

32 

7.20 

44 

6.70 

24 

7.67 

34 

7.11 

65 

5.98 

20 

7.48 

36 

7.03 

70 

5.88 

28 

7.38 

1 

The  gravity  of  Kansas  crude  oil  varies  from  about  27°  to  about  36°; 
that  is,  the  weight  ranges  from  alx)ut  7.43  pounds  per  gallon  down  to 
about  7.03  pounds.  The  average  gravity  of  Kansas  crude  oil  is  some- 
what over  32°,  and  the  average  weight  slightly  less  than  7.2  pounds 
per  gallon.  This  is  shown  by  the  records  of  the  refineries  of  the 
Standard  Oil  Copipany  at  Neodesha  and  Sugar  Creek.  There  is  com- 
paratively little  oil  as  heavy  as  28°.  It  will  be  seen,  therefore,  that 
the  arbitrary  weight  of  7.4  pounds  per  gallon  fixed  by  the  railroads 
for  crude  oil  is  at  least  two-tenths  of  a  pound  more  than  the  actual 
average  weight.  As  already  stated,  the  Standard  Oil  Company  has 
graded  the  price  of  oil  according  to  the  gravity.  It  has  taken  all  oil 
of  32°  or  over  at  a  uniform  price,  but  for  some  time  it  took  5  cents 
off  this  price  for  each  half-degree  decrease  in  test  below  32°,  so  that  the 
price  of  28°  oil  was  40  cents  per  barrel  less  than  the  price  of  32°  oil. 

Gas  oil  weighs  about  the  same  as  crude  oil.  A  large  gas  company 
in  Kansas,  which  buys  gas  oil  from  the  Standard  Oil  Company,  reports 
the  average  gravity  of  its  gas  oil  at  30.5°,  which  would  correspond  to 
a  weight  of  7.26  pounds  per  gallon.  Fuel  oil  derived  from  the  Kansas 
crude  is  undoubtedly  much  heavier  still.  Officers  of  the  Western 
Railwa}"  Association,  after  examining  fuel  oil  produced  by  the  Stand- 
ard Oil  Company  from  Kansas  crude  in  1904,  asserted  that  it  was  a 
"very  heavy,  thick  substance,  consisting  of  the  refuse  left  after  dis- 
tilling illuminating  oil."  Tests  made  in  1905  by  the  same  association 
showed  the  avcnige  weight  of  fiu4  oil  to  be  7.6  pounds.  The  latter 
weight  would  correspond  to  a  gravity  Baume  of  a})out  23  degrees,  and 
there  is  no  doubt  that  the  fu«»l  oil  produced  by  the  Standard  Oil  Com- 
pany from  Kansas  crude  is,  in  geneml,  of  a  gravity  quite  as  low  as  that. 
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It  will  be  seen,  therefore,  that  the  E^ansas  crude-oil  producer  has 
been  required  to  pay  freight  charges  on  a  gallon  of  crude  oil  weigh- 
ing on  an  average  about  7.2  pounds  as  if  it  weighed  7.4  pounds,  while 
the  Standard  Oil  Company  has  paid  freight  charges  on  a  gallon  of 
fuel  oil  ^weighing  about  7.6  pounds  as  if  it  weighed  6  A  pounds.  The 
crude-oil  producer  has  paid  on  about  3  per  cent  more  than  the  actual 
weight,  while  the  Standard  Oil  Company  has  paid  on  about  16  per 
cent  less  than  the  actual  weight. 

Section  8.  Effect  of  arbitrary  weights  on  competition  between  crude  oil 
and  fuel  oil. 

The  importance  of  this  discrimination  of  the  railroads  with  respect 
to  arbitrary  weights  is  much  greater  than  might  appear  at  first 
thought.  The  consumption  of  fuel  oil  is  very  great,  and  on  account  of 
its  low  value  the  saving  in  freight  charges  by  the  application  of  the 
weight  of  6.4  pounds  per  gallon  is  a  matter  of  great  importance. 

This  discrimination  is  perhaps  most  significant  in  its  relation  to  the 
St.  Louis  market.  The  manufacturing  plants  at  St.  Louis  consume 
very  large  quantities  of  fuel  oil.  •  The  freight  rate  from  the  refinery 
of  the  Standard  Oil  Company  at  Neodesha,  Kans.,  to  St.  Louis  and 
East  St.  Louis  was  from  August,  1904,  to  September  25, 1905, 22  cents 
per  hundred  pounds  (since  then  17  cents).  The  same  rat©  applied  on 
crude  oil  shipped  from  various  points  in  £[ansas.  A  shipper  of  crude 
oil  paying  freight  charges  on  the  basis  of  7.4  pounds  per  gallon  had  to 
pay  15.6  per  cent  more  than  the  shipper  of  fuel  oil.  This  is  equal  on 
sliipmonts  at  a  22-cent  rate  to  3.43  cents  per  hundred  pounds.  A 
biirrel  of  42  gallons  of  fuel  oil  is  carried  at  the  arbitrary  weight  of 
26.S.S  pounds.  A  barrel  of  crude  oil  which  actually  weighs  less  than 
the  fuel  oil  is  charged  at  the  weight  of  310.8  pounds. 

The  freight  charges  on  a  tiink  car  of  7,500  gallons  of  fuel  oil  shipj)ed 
from  Neodesha  to  St.  Louis  at  the  22-ccnt  rate  would  be  $105.60.  The 
f leight  charges  on  a  tank  car  of  crude  oil  of  the  same  capacity,  and 
actually  weighing  loss,  would  be  ^122.10;  a  ditierence  of  $16.50,  or  9.24 
cents  per  l)arrol.  Tlie  importance  of  this  ditierence  may  be  appreciated 
when  it  is  renionibered  that  since  about  the  middle  of  1905  the  price  paid 
by  the  Standard  Oil  Company  for  crude  oil  of  32'^  gravity  has  been  only 
about  50  cents  per  barrel,  while  the  price  of  2S^'  oil  has  been  as  low  as 
25  cents  per  barrel,  if  the  producer  of  28  oil  could  have  shipped 
it  to  St.  Louis  at  tht^.  stune  freight  cost  as  the  Standard  paid  on  its  fuel 
oil  h(^  could  almost  certainly  have  got  nearly  40  per  cent  more  for  his 
oil  than  the  Standard  paid  him.  In  other  words,  the  difference  in  the 
freight  charge  j)er  l)arrcl  from  the  Kansas  field  to  St.  Louis,  due  to 
the  (lillercnce  in  arbitrary  weights,  was  eijual  to  considerabh'  more 
than  one-third  of  the  price  of  28  oil  and  to  nearly  one-fifth  of  the 
price  of  32^  oil. 
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The  Standard  Oil  Company  has  shipped  great  quantities  of  fuel 
oil  from  Neodesha  to  St.  Louis,  and  the  quantity  has  been  steadily 
increasing.  Complete  statistics  are  not  at  hand.  The  records  of  the 
St.  Louis  and  San  Francisco  Railroad,  however,  show  that  in  June, 
1904,  the  estimated  weight  of  the  shipments  of  fuel  and  gas  oil — 
chiefly  fuel  oil — by  the  Standard  Oil  Company  from  Neodesha  to  St. 
Louis  and  vicinity  amounted  to  1,775,285  pounds.  By  October,  1905, 
the  amount  had  risen  to  11,547,660  pounds.  The  shipments  of  the 
three  months  of  August,  September,  and  October,  1905,  over  this  line 
aggregated  25,516,500  pounds.  The  freight  charges  on  the  shipments 
of  these  three  months  were  ^8,949.94.  Had  the  Standard  Oil  Com- 
pany been  required  to  pay  on  the  basis  of  7.4  pounds  instead  of  6.4 
pounds  per  gallon,  the  freight  charges  would  have  been  more  than 
$7,500  greater.  Most  of  this  oil  was  fuel  oil,  though  considerable 
quantities  of  gas  oil  are  included  in  the  total.  During  the  two  months 
of  September  and  October,  1905,  the  Missouri  Pacific  Railroad  shipped 
from  Neodesha  to  St.  Louis  and  vicinity  170  cars  of  oil,  mostly  fuel  oil. 
At  an  estimated  average  weight  of  50,000  pounds  per  car  this  would 
be  equal  to  8,500,000  pounds.  These  two  railroads  handle  most  of  the 
business  from  Neodesha  to  St.  Louis. 

The  increase  in  the  arbitrary  weigfit  of  Kansas  crude  oil  has  also  a 
very  important  eflFect  on  shipments  to  points  like  £[ansas  City,  St. 
Joseph,  Atchison,  and  Leavenworth,  and  to  points  in  southwestern 
Missouri.  From  August,  1904,  to  March,  1905,  the  freight  rate  from 
Neodesha  to  all  these  points  was  17  cents  per  hundred  pounds  on  both 
crude  oil  and  its  products,  and  the  same  rate  applied,  at  least  to  part 
of  these  points,  from  other  places  in  the  Kansas  oil  fields.  During 
1905  the  rate  to  Kansas  City  was  reduced  to  10  cents  per  hundred 
pounds  from  Neodesha  and  some  other  points,  and  by  the  legislature 
of  Kansas  the  mtes  were  also  reduced  between  all  points  within  the  State. 
The  tariff  rate  to  St.  Joseph  and  to  points  in  southwestern  Missouri 
remained  17  cents  per  hundred  pounds  until  quite  recently,  when  it 
was  also  reduced  in  some  cases.  On  the  basis  of  17  cents  per  hundred 
pounds  the  shipper  of  crude  oil,  paying  on  a  weight  of  7.4  pounds  per 
gallon,  had  to  pay  7.14  cents  per  barrel  of  42  gallons  more  than  the 
shipper  of  fuel  oil  paying  on  6.4  pounds  per  gallon.  This  difference 
in  freight  rates  yaa  equal  to  more  than  one-fourth  of  the  price  which 
was  paid  at  the  wells  during  a  considerable  period  in  1905  for  crude 
oil  of  28^  gravity,  and  to  about  one-seventh  of  the  price  of  crude  oil 
of  32^  gravity. 

Although  the  Standiird  Oil  Company,  since  the  establishment  of  its 
refinery  at  Sugar  Creek,  Mo.,  has  not  shipped  oil  from  Neodesha  to 
E^ansas  City,  the  discrimination  in  arbitrary  weights  has  nevertheless 
benefited  it  greatly  w  ith  respect  to  the  Kansas  Cit}^  market.  It  can 
supply  this  market  with  fuel  oil  from  Sugar  Creek  at  the  cost  of  mere 
H.  Doc.  812, 59-1 27 
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twitching  charges,  while  the  expense  of  piping  the  cmde  oil  from  the 
oil  fields  to  Sugar  Creek  is  very  low.  Had  the  producers  of  crude 
oil  been  permitted  to  ship  on  the  basis  of  6.4  pounds  per  f^lon,  the 
same  basis  which  the  Standard  used  on  its  heavier  fuel  oil,  they  oould 
have  had  a  much  better  opportunity  to  get  into  the  markets  of  Kansas 
City  and  other  Missouri  points,  and  could  probably  have  obtained  a 
higher  price  for  their  oil.  Even  with  the  rate  to  Kansas  City  reduced 
to  10  cents  per  hundred  pounds,  the  discrimination  in  weights  is  a 
matter  of  considerable  importance  with  respect  to  that  market 

Section  9.  Action  of  railroads  respecting  arbitrary  weight  of  gas  oil  and 
fael  oil. 

The  railroad  companies  serving  the  Eiinsas  field  are  perfectly  aware 
of  the  injustice  of  fixing  a  higher  arbitrary  weight  on  crude  oil  than 
on  gas  oil  and  fuel  oil  produced  by  the  refineries.  The  matter  has 
been  up  before* them  for  consideration,  but  the  power  of  the  Standard 
Oil  Company  has  been  suflicient  to  compel  them  to  continue  the  unjust 
discrimination.  This  is  shown  very  plainly  by  correspondence  between 
various  railroad  officers  and  between  them  and  the  Standard  Oil  Com- 
pany, as  well  as  by  the  verbal  statements  of  the  railroad  officers  to 
this  Bureau. 

The  matter  seems  to  have  first  come  up  early  in  1904.  Although 
the  railroads  had  prior  to  this  time  been  carrying  gas  oil  and  fuel  oil 
at  the  arbitrary  weight  of  6.4  pounds  per  gallon,  the  rule  as  to  weights 
had  been  less  important,  because  of  the  limited  volume  of  business, 
than  it  has  since  become.  In  January,  1904,  the  Standard  Oil  Com- 
pany shipped  a  tank  car  of  fuel  oil  over  the  Missouri  Pacific  Hallway 
from  Neodesha  to  St.  Louis.  The  waybill,  apparently,  did  not  state 
the  weight,  and  the  agent  at  St.  Louis  inserted  a  weight — the  basis 
for  which  is  not  precisely  stated — intermediate  between  what  it  would 
have  been  at  6.4  pounds  per  gallon  and  what  it  would  have  been  at 
7.4  pounds.  The  Standard  Oil  Compan}'  put  in  a  claim  to  have  the 
charges  reduced  to  a  basis  of  6.4  pounds. 

The  claim  was  referred  to  the  officers  of  the  Western  Railway 
Weighing  Association.  It  should  be  understood  that  the  railroads 
have  an  association  with  expert  employees  for  the  purpose  of  piaking 
tests  to  determine  the  arbitrary  weights  which  shall  be  applied  on 
various  commodities,  and  for  the  purpose  of  examining  actual  ship- 
ments to  see  that  the  weights  have  been  properly  entered  in  the  way- 
bills. The  matter  finally  came,  in  August,  1904,  before  Mr.  Poteet, 
chairman  of  the  Trans-Missouri  Freight  Bureau.  He  wrote  to  Mr. 
Becker,  superintendent  of  the  Western  Kailwa}"  Weighing  Association, 
that  the  charges  on  the  car  of  fuel  oil  should  be  on  the  basis  of  7.4  pounds 
per  gallon,  the  same  as  on  crude  oil.  He  referred  to  the  rule  of  the 
Trans-Missouri  Freight  Association  providing  for  a  weight  of  7.4 
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ix)und8  per  gallon  on  crude  oil  and  a  weight  of  6.4  pounds  per  gallon  • 
on  refined  oil,  holding  that  this  was  not  refined  oil. 

Mr.  Edgar  Bogardus,  who  has  charge  of  the  western  traffic  of  the 
Standard  Oil  Company,  however,  refused  to  pay  on  the  basis  of  7.4 
pounds,  claiming  that  the  oil  was  a  refined  product.  Mr.  Becker  wrote 
on  this  point  that,  according  to  the  interpretation  given  to  the  rule, 
fuel  oil  was  a  crude  article.  Mr.  Bogardus  again  asserted  that  fuel 
oil  was  a  manufactured  product  and  not  crude  petroleum.  Mr.  Hunn, 
another  officer  of  the  Western  Railway  Weighing  Association,  wrote  to 
Mr.  Becker,  in  March,  1905,  that  ''the  goods  in  question  consisted  of 
the  refuse  left  after  distilling  the  illuminating  oil,  and  it  is  a  very  thick 
substance.  I  have  a  sample  of  it  in  my  office,  and  do  not  understand 
how  Mr.  Bogardus  could  construe  this  stuff  as  being  manufactured,  as 
I  know  of  no  necessity  of  manufacturing  a  goods  of  this  description." 

After  this  Mr.  Bogardus  replied  that  the  circular  of  the  Trans-Mis- 
souri Freight  Bureau  provided  for  a  weight  of  7.4  pounds  per  gallon 
on  crude  oil  and  6.4  pounds  on  petroleum  and  its  products  except  crude 
oil,  and  that  fuel  oil  was  not  crude  but  was  a  petroleum  product.  To 
this  Mr.  Poteet,  chairman  of  the  Trans-Missouri  Freight  Bureau, 
replied  that  the  circular  regarding  estimated  weights  enumerated 
specific  oil  products  to  which  the  weight  of  6.4  pounds  per  gallon  should 
be  applied,  and  that  fuel  oil  was  not  included  in  the  list  of  such  prod- 
ucts. The  circular,  he  continued,  did  not  appear  to  provide  definitely 
for  a  weight  to  govern  on  fuel  oil,  and  he  thought,  therefore,  the  best 
way  to  adjust  the  mUtter  was  to  have  the  payment  made  on  the  basis 
of  the  actual  weight.  It  should  be  stated  that  the  circular  referred  to 
by  Mr.  Poteet  was  of  date  October,  1904,  and  would  not  therefore 
itself  affect  the  determination  of  the  arbitrary  weight  to  be  applied 
on  the  particular  shipment  in  question,  which  moved  in  January. 
The  new  circular,  however,  is  significant  in  its  bearing  on  the  large 
shipments  of  fuel  oil  which  the  Standard  continued  to  make  after 
October,  1904. 

The  officers  of  the  Western  Railway  Weighing  Association  there- 
upon instructed  Mr.  Becker  to  make  investigations  of  the  actual 
weight  of  the  different  products  of  Kansas  oil.  On  November  13, 
1905,  Mr.  Becker  wrote  to  the  freight  claim  agent  of  the  Missouri 
Pacific: 

We  have  made  a  careful  and  exhaustive  test  of  the  weight  of  fuel  oil  from  Neodesha 
since  these  papers  were  last  with  you,  and  it  will  be  proper  to  apply  6.4  pounds  per 
gallon,  and  the  claim  should  therefore  be  allowed. 

The  claim  was  therefore  allowed,  and  all  the  interstate  shipments  of 
fuel  oil  and  gas  oil  by  the  Standard  Oil  Company  during  the  inter- 
vening period  and  since  were  charged  on  the  basis  of  this  weight. 

It  is  obvious  that  the  action  of  Mr.  Becker  in  authorizing  the  weight 
of  6.4  pounds  per  gallon  on  fuel  oil  was  not  the  result  of  his  tests  of 
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•actual  weights,  but  was  due  to  the  decision,  on  his  part  or  that  of 
other  railway  officers  who  had  authority  in  the  matter,  that  the  Stand- 
ard Oil  Company  should  have  the  advantage  of  this  weight.  Pre- 
sumably the  technical  ground  for  the  action  was  that  under  the  cir- 
cular of  the  Trans-Missouri  Freight  Bureau  the  arbitrary  weight  of 
7.4:  pounds  applied  only  to  crude  oil;  and  that  fuel  oil  was  not,  strictly 
speaking,  a  crude  oil,  although  heavier  than  crude.  If  the  technical 
wording  of  the  rule  justified  their  action,  then  they  should  have 
amended  the  rule  specificall3\ 

The  freight  traffic  manager  of  the  Missouri  Pacific  Railway,  in 
discussing  this  matter  of  arbitrary  weights,  asserted  that  the  action  of 
Mr.  Becker,  of  the  Western  Railway  Weighing  Association,  in  authoriz- 
ing the  application  of  the  weight  of  6.4  pounds  per  gallon  on  fuel  oil,  was 
taken  independently  of  the  railroad  company,  and  that  the  decision 
reached  was  made  to  apply  over  all  lines.  The  Missouri  Pacific,  how- 
ever, was  not  without  information  as  to  the  results  of  Mr.  Becker's  actual 
tests.  It  knew  perfectly  well  that  the  real  weights  were  very  different 
from  the  weights  allowed.  On  April  17, 1905,  long  before  Mr.  Becker 
had  authorized  the  use  of  the  weight  of  6.4:  pounds  on  fuel  oil,  he 
wrote  to  the  Missouri  Pacific  Railway: 

Beg  to  state  that  we  have  made  careful  and  exhaustive  tests  on  weight  of  oil  at 
Neodesha  with  the  following  result:  Refined  oil,  6.75;  gasoline  or  naphtha,  0;  fuel 
oil,  7.6;  gas  oil,  7.2. 

The  occasion  for  this  report  as  to  weights  was  the  fact  that  the  Kan- 
sas legislature  had  passed  a  law  earh'  in  liX)5  that  on  traffic  moving 
within  the  Stat4>  of  Kansjis  the  actual  weights  of  the  various  products 
must  be  applied.  As  a  matter  of  fact,  the  Missouri  Pacific  Railway 
Company  did  instruct  its  agent  at  Neodesha  to  use  the  weights  just 
mentioned  as  the  basis  of  his  billing  of  oil  destined  to  Kansas  points, 
and  these  weights  are  now  regularly  used  on  State  shipments  by  all 
the  railroads. 

The  Standard  officials,  commenting  on  this  matter  of  weights,  con- 
tend that  it  would  disturb  the  entire  pnicticeof  the  railroads  through- 
out the  ('ountr>'  to  change  the  basis  of  weight  of  fuel  oil,  since  it 
is  one  of  the  products  of  refining  and  the  weight  of  6.4:  p>ounds  is 
throughout  the  country  api)lie(l  on  refined-oil  products.  This  argu- 
ment has  no  a])plication  to  Kansas  oil,  since  the  fuel  oil  produced  from 
it,  which  is  a  much  greater  fraction  of  the  total  output  than  in  the 
East,  does  not  come  in  competition  with  any  eastern  oil  product.  The 
railroads  in  Texas  and  California  place  the  same  arbitrar}'  weight  on 
fuel  oil  from  the  refinery  as  on  crude,  and  the  same  or  some  similar 
adjustment  should  have  been  made  in  Kansas.  The  light  products  of 
the  Kansas  refineries  could  continue  to  be  carried  on  the  basis  of  6.4 
pounds  per  gallon,  which  would  leave  the  refineries  in  the  same  posi- 
tion as  before  in  competing  with  the  refineries  of  other  sections. 
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It  would  not  be  proper  to  urge  that  railroad  companies  should  weigh 
cars  of  oil  and  charge  on  the  ai^tual  weight.  The  use  of  arbitrary 
weights  is  a  great  convenience.  There  is,  how^ever,  no  reason  why 
arbitrary  weights  should  not  bear  the  proper  relation  to  the  actual 
weights.  Either  fuel  and  gas  oil  should  be  carried  at  the  same  arbi- 
trary weight  a«  crude  oil,  or  fuel  oil  should  be  carried  at  a  greater 
arbitrary  weight.  A  reasonable  adjustment  of  arbitrary  weights  on 
Kansas  oil  and  its  products  would  appear  to  be  to  fix  the  weight  on 
crude  oil  at  7.2  pounds;  on  naphtha,  illuminating  oils,  and  lubricating 
oils  at  6.4  pounds,  on  gas  oil  at  7.2  pounds,  and  on  fuel  oil  remaining 
after  the  refining  process  at  7.0  pounds.  Of  course,  the  discrimination 
between  petroleum  and  its  products  might  be  done  away  with  in 
another  way  by  making  the  freight  rates  on  crude  oil  different  from 
those  on  the  products  of  refining,  and  perhaps  the  rates  on  fuel  oil 
different  from  those  on  the  more  valuable  refined  products.  In 
general,  in  Kansas  territory  the  freight  rates  are  the  same  on  crude 
petroleum  and  all  its  products,  though,  as  already  shown,  there  have 
been  some  cases  where  crude  oil  has  been  taken  at  lowers  rates  per 
hundred  pounds. 


CHAPTER  IX. 

CALIPORNIA. 

I.  DISTINCTIVE  FEATT7RES  OF   THE  CAUFOBNIA  OII«  FBOBLEX. 

Section  1.  Peculiar  relations  of  railroads  to  the  industry. 

Railroads  as  largk  consumers  of  fuel  oil. — The  relations  of 
railroads  to  the  oil  industry  in  California  are  peculiarly  intricate. 
This  is  largely  due  to  the  extensive  use  of  crude  oil  on  the  Pacific 
coast  for  fuel  purposes,  it  having  in  great  measure  displaced  coal. 
The  largest  individual  consumers  of  oil  as  fuel  are  the  railroads  them- 
selves. Thus  the  consumption  of  the  Southern  Pacific  Company  and 
of  the  Atchison,  Topeka  and  Santa  ¥e  system's  coast  lines  in  1904  was 
about  7,000,000  barrels.  These  two  railroads  are  the  principal  ones 
in  California  concerned  with  the  oil  industry.  A  new  line,  the*  San 
Pedro,  Los  Angeles  and  Salt  Lake  Railroad,  has  been  opened  within 
the  past  few  years;  its  consumption  of  fuel  oil  amounted  in  the  year 
1904  to  about  4()0,0(K)  barrels.  The  total  production  of  crude  oil  in 
California  in  1904  was  about  29,400,000  barrels.  It  will  be  seen, 
therefore,  that  the  railroads  alone  consumed  a  very  substantial  pro- 
portion of  the  entire  output.  Their  percentage,  moreover,  would  be 
much  more  marked  if  from  the  total  production  there  were  deducted 
the  lighter  oils  which  are  adapted  for  refining  purposes.  In  1904 
considerai)ly  less  than  one-half  the  production  of  California  crude  oil 
consisted  of  what  ma\'  be  termed  refinable  oils. 

Moreover,  of  the  crude  oil  used  in  refining,  a  considerable  portion 
is  ultimately  used  as  fuel.  Generally  speaking,  California  crude  oil 
yields  a  small  percentage  of  illuminating  oil  and  gasoline,  and,  as 
it  has  an  asphaltum  rather  than  a  ])araHin  l)ase,  it  is  less  adapted 
to  the  manufacture  of  high-grade  lubricants  than  are  the  eastern 
crudes.  As  a  result,  the  residuum  of  oil  run  through  refineries,  after 
the  lighter  products  havc^  been  taken  oH",  constitutes  a  large  percentage 
of  the  total  outi)ut;  and  the  great  bulk  of  this  residuum,  except  in  the 
case  of  refineries  running  for  asphalt,  is  used  for  fuel  purposes  in  the 
same  manner  as  the  heavy  natural  crudes.  California  therefore  pre- 
sents a  fuel-oil  rather  than  a  refining-oil  problem. 

Railroads  as  laiujk  fkoduckks  of  crude  oil. — ^The  relations 
of  railroads  to  tlie  oil  industry  are  further  complicated  by  the  fact 
that  the  two  principal  roads,  the  Southern  Pacific  and  the  Santa  Fe, 
394 
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are  themselves  largely  interested  in  the  production  of  ciiide  oil  for 
their  own  use.  A  more  significant  fact  is  that  these  railroads  are 
also  interested  as  stockholders  in  important  oil-producing  companies.* 
Thus  the  Southern  Pacific  Company,  which,  through  its  own  subsidiary 
corporations,  controls  more  than  2,500  acres  of  oil  lands  in  California, 
also  owns  a  large  if  not  a  controlling  interest  in  the  stock  of  the 
Associated  Oil  Compan3\ 

This  company,  which  has  an  authorized  capital  stock  of  $30,000,000 
in  addition  to  $5,000,000  of  bonds,  is  a  combination  of  a  large  number 
of  producing  companies,  most  of  which  are  located  in  the  Kern  River 
field,  and  is  one  of  the  largest  two  single  producers  of  crude  oil  in 
California,  the  other  being  the  Union  Oil  Company  of  California,  an 
independent  concern.  This  ownership  of  Associated  Oil  stock  by  the 
Southern  Pacific  Company  has  an  important  bearing  upon  the  entire 
situation,  and  is  regarded  by  independent  producers  as  especially 
obnoxious,  particularly  so  because  of  numerous  indications  that  the 
Associated  Oil  Company  is  in  a  working  combination  with  the  Standard. 

The  Santa  Fe  system,  likewise,  through  a  subsidiary  concern, 
the  Petroleum  Development  Compan}^,  controls  a  large  produc- 
tion of  crude  oil.  More  recently  the  Santa  Fe  has  acquired  the 
Chanslor-Canfield-Midway  Company,  which  owns  a  very  extensive  oil 
property  in  the  Midwa}^  field,  situated  somewhat  southwest  of  the 
Kern  River  field.  It  was  expected  that  this  field  would  produce 
enough  oil  to  supply  the  entire  fuel  requirements  of  the  Santa  Fe 
system  on  the  Pacific  coast.  For  some  reason  not  altogether  clear, 
this  Midway  property  is  not  being  operated  at  the  present  time — pos- 
sibly owing  to  the  low  price  at  which  oil  can  be  purchased  in  the  open 
market. 

Railroads  as  carriers  of  crude  oil. — Not  only  are  the  railroads 
thus  largely  interested  in  both  the  production  and  the  consumption  of 
crude  oil,  but,  owing  to  the  widespread  use  of  such  fuel  by  manufac- 
turing and  other  interests  throughout  Pacific  coast  territory,  they 
transport  crude  oil  to  an  extent  unknown  iti  any  other  section  of  the 
country.  Although  there  are  several  pipe  lines  in  California,  these 
reach  only  a  few  of  the  important  fuel-oil  markets.  Furthermore, 
the  crude  oil  of  the  Kern  River  field,  which  is  mainly  used  for  fuel, 
is  so  heavy  and  viscous  that  it  .can  be  transported  through  pipe 
lines  only  with  great  difficulty.  As  a  result  of  these  conditions  an 
immense  quantity  of  crude  oil  is  moved  by  rail. 

Interests  of  Standard  Oil  capitalists  in  the  railroads. — A 
further  consideration  in  this  connection  is  the  important  interest  of 
Standard  Oil  capitalists  as  individuals  in  the  leading  railroad  compa- 
nies of  California.  Thus,  as  early  as  the  latter  part  of  1904,  such 
capitalists  acquired  a  block  of  capital  stock  in  the  Santa  Fe  system  esti- 
mated by  a  representative  of  the  latter  to  amount  to  about  $47,000,000. 
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In  the  case  of  the  Southern  Pacific  Company  the  interest  of  Standard 
Oil  capitalists  is  clearly  indicated  by  their  representation  upon  the 
directorate  of  that  company  and  upon  that  of  the  Union  Pacific  Rail- 
road Company,  by  which  the  Southern  Pacific  is  directly  controlled. 
The  San  Pedro,  Los  Angeles  and  Salt  Lake  Raibvad,  it  may  be  noted, 
is  very  closely  affiliated  with  the  Union  Pacific  system. 

Complications  arising  from  these  relation8hii»s. — These  com- 
plicated relations  of  railroads  to  the  oil  business  are  clearly  fraught 
with  mischievous  possibilities.  As  producers  of  crude  oil,  and  par- 
ticularly as  stockholders  in  .some  of  the  large  producing  companies, 
there  is  an  obvious  temptation  before  the  railroads  to  practice  favor- 
itism. As  large  consumers,  on  the  other  hand,  it  is  obviousl}^  to  their 
interest  to  keep  the  price  of  oil  down.  As  carriers  it  is  as  obviously 
to  their  interest  to  obtain  the  maxinmm  revenue  for  transporting  the 
product.  They  thus  clash  directly  at  numerous  points  with  an  impor- 
tant class  of  patrons.  It  may  be  noted,  however,  that  the  interests 
of  the  railroads  as  consumers  are  substantially  identical,  as  far  as 
prices  are  concerned,  with  those  of  the  Standard  Oil  Compan}^  which 
itself  produces  practically  no  crude  oil  on  the  Pacific  coast,  but  purchavses 
nearly  its  entire  supply.  There  is  this  difference,  that  whereas  the- 
Standard  Oil  Company  is  mainly  interested  in  refining,  and  therefore 
prefers  the  lighter  oils,  the  railroads  require  the  heavy  oils,  which  can 
be  more  readily  burned  in  a  crude  state.  The  distinction  is  not  without 
interest,  for  it  means  that  these  purchasing  interests  do  not  to  any 
great  extent  conflict.  It  is  true  that  the  Standard  Oil  Company  deals 
extensively  in  fuel  oil,  but  this  is  largely  the  residuum  of  its  refinery 
rather  than  natural  crude.  The  crude-oil  producer,  therefore,  derives 
little  benefit  from  competition  between  the  Standard  Oil  Company  and 
the  railroads  in  the  purchase  of  his  product,  ('omplaint  is  indeed 
almost  universal  in  California  that  instead*  of  competing  w  ith  such 
large  buyers  as  the  Standard  Oil  Company  and  the  Associated  Oil 
Company,  the  railroads  have  actively  assisted  such  buyers  in  depressing 
prices. 

Section  2.  Principal  oil  fields  and  refining  centers  of  Calif'^mia. 

In  1904  California  led  all  other  States  in  the  Union  in  the  production 
of  crude  oil,  with  an  output  of  29,400,000  barrels.  In  1905  it  still  held 
the  lead  with  a  production  estimated  at  about  35,000,000  barrels.  The 
largest  producing  district  is  the  Kern  River  Held,  which  is  situated  just 
out  of  Bakersfield  near  the  central  part  of  the  State,  and  which,  in  1904, 
produced  more  than  17,000,000  barrels,  or  practically  00  per  <»ent  of 
the  entire  output  of  the  State.  In  1905  the  estimated  production  of 
this  field  fell  to  a])Out  14,000,000  barrels,  or  about  40  per  cent  of  the 
total.  This  field  produces  a  very  thick  and  heavy  oil,  practically  all 
of  which  is  used  for  fuel  purposes,  with  the  exception  of  that  used 
for  the  production  of  asphalt. 
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The  Coalinga  field,  which  ranks  second  in  respect  to  production, 
lies  to  the  northwest  of  the  Kern  River  field.  A  considerable  portion 
of  the  oil  of  this  field  is  relatively  light,  as  compared  with  other  Cali- 
fornia crude  oils,  and  is  used  for  refining  purposes.  The  remainder 
is  rather  heavy  and  is  more  adapted  for  use  as  fuel. 

The  Santa  Maria  field  is  next  in  importance,  although  it  was  only  in 
1904  that  it  became  a  factor  in  the  situation  with  a  production  of  about 
800,000  barrels.  In  1906  its  production  exceeded  5,000,000  barrels. 
This  field  produces  a  relatively  light  oil,  suited  for  refining  purposes, 
although  used  to  some  extent  for  fuel.  It  lies  near  the  coast,  in  Santa 
Barbara  County,  not  far  south  of  San  Luis  Obispo. 

Another  coast  field,  similar  in  some  respects  to  the  Santa  Maria,  is 
the  Ventura  field,  also  but  a  short  distance  from  the  coast  but  farther 
south.  The  oil  of  this  field  is  used  both  for  refining  and  for  fuel.  In 
the  same  vicinity  and  somewhat  farther  inland  are  several  minor  fields. 
Around  Los  Angeles  there  are  a  number  of  fields,  including  the  old 
city  field  itself  which  is  within  the  city  limits.  To  the  southeast  of 
Los  Angeles  are  the  Whittier  and  Fullerton  fields,  while  to  the  west 
is  the  Salt  Lake  field  which  first  attained  a  considerable  production  in 
1904.  The  oil  of  the  Salt  Lake  field  is  mainly  used  for  fuel  purposes. 
The  production  of  the  Whittier  and  Fullerton  fields  and  of  the  Los 
Angeles  city  field  is  used  both  for  fuel  and  for  refining.  The  loca- 
tions of  the  principal  oil  fields  of  California  are  indicated  on  the 
accompanying  map.  The  shaded  sections  indicate  the  fields,  those 
producing  chiefly  fuel  oil  being  shown  in  black.  There  are  numerous 
other  oil-producing  districts  in  the  State. 

The  locations  of  the  principal  refining  companies  are  also  shown, 
with  the  exception  of  asphalt  refineries.  The  principal  centers  of 
independent  refining  operations  are  near  San  Francisco  and  Los 
Angeles.  The  great  plant  of  the  Standard  Oil  Company  is  at  Point 
Richmond,  across  the  bay  from  San  Francisco.  This  is  owned  and 
operated  by  the  Pacific  Coast  Oil  Company,  a  subsidiary  concern.  It 
had  a  capacity  in  1904  of  about  10,000  barrels  per  day,  or  much  more 
than  the  total  daily  capacity  of  all  independent  refineries  in  the  State, 
producing  illuminating  oil,  combined.  The  sale  of  the  products  of 
this  refinery  is  handled  by  another  Standard  concern,  the  Standard 
Oil  Company  of  Iowa.  The  Union  Oil  Company,  of  California,^ 
which  has  the  largest  independent  plant  on  the  coast,  it  should  be 
noted,  no  longer  makes  illuminating  oil.  After  meeting  with  very 
severe  competition  from  the  Standard  Oil  Company  some  years  ago, 
it  made  a  contract  to  sell  its  illuminating  oil  to  that  concern. 

Under  a  later  contract,  dated  February  4,  1904,  between  the  Union 
Oil  Company  and  the  Pacific  Coast  Oil  Company,  whereby  the  Union 
Oil  Company  was  to  sell  the  Pacific  Coast  Oil  Company  a  quantity 

a  This  company  is  hereafter  referred  to  as  the  Union  Oil  Company. 
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of  relatively  light  crude  oil  produced  in  Ventura,  Santa  Barbara, 
and  San  Luis  Obispo  counties,  it  was  provided  that  the  Union  Oil 
Company  ''will  not  engage  in  the  manufacture  or  sale  of  any  water- 
white  refined  petroleum  oil,  prime  white,  Standard  white,  or  refined 
petroleum  called  by  any  other  name,  naphtha,  benzine,  gasoline,  or 
distillate  of  a  gravity  of  38°  Baume  and  at  a  temperature  of  60^  F., 
within  the  county  of  Contm  Costa,  State  of  California,  during  the 
time  of  this  agreement."  The  contract  went  into  effect  on  March  4, 
1904,  and  ran  for  two  years.  Although  the  prohibition  upon  the 
Union  Oil  Company  not  to  manufacture  or  sell  water-white  oil  or 
other  light  distillates  refers  in  the  contract  specifically  to  the  county 
of  Contra  Costa,  it  virtually  covers  the  entire  State,  since  the  only 
refinery  of  the  Union  Oil  Company  adapted  for  the  production  of 
these  lighter  products  is  at  Oleum,  in  the  county  of  Contra  Costa. 
Moreover,  a  representative  of  the  Union  Oil  Company  admitted  that 
the  intent  of  the  contract  was  to  entirely  prevent  the  Union  Oil 
Company  from  manufacturing  or  selling  such  lighter  products  any- 
where in  the  State  of  California.  The  circumstances  which  led  the 
Union  Oil  Company  to  thus  abandon  the  manufacture  of  illuminating 
oils  and  light  distillates  were  related  by  a  representative  of  the  Union 
Oil  Company  briefly  as  follows: 

The  Union  Oil  Company  competes  with  the  Standard  only  in  sellinfif  its  fuel  oil. 
We  were  in  competition  when  we  were  making  illuminating  oil  but  we  surren- 
dered this  business  to  them.  When  we  started  our  refinery  on  San  Pablo  Bay 
we  were  getting  12  cents  a  gallon,  in  bulk,  carload  lots,  for  refined  oil,  but  wherever 
this  oil  was  marketed  the  price  went  to  7  cents  a  gallon.  Tliis  was  in  Oakland  and 
Chinatown  (San  Francisco).  These  were  the  markets  we  reached  at  first,  and  when 
oil  dropped  to  those  i)rices  tlic  Standard  made  a  proposition  to  pay  7J  cents  a  gallon, 
f.  o.  b.  c-ars  at  the  refinery,  for  refined  oil,  and  8  cents  for  benzine.  We  made  a 
three-year  contract  at  those  prices,  and  I  tliink  the  contract  was  extended  three 
years  longer.  We  couKl  make  only  a  limited  quantity  and  were  not  permitted  to 
sell  to  anyone  else.  After  they  hnilt  their  refinery  we  cea8e<l  to  make  illuminating 
oils  altogether  under  onr  present  contract,  which  went  into  effect  on  March  4,  1904. 

Section  3.  Pipe  lines  on  the  Pacific  coast. 

There  arc  three  large  oil  companies  on  the  Pacific  coast  which 
operate  extensive  pipeline  systems.  The  longest  line  is  that  of  the 
Pacific  Coast  (Standard)  Oil  Company,  which  runs  from  the  Kern 
River  field  to  the  company's  refinery  at  Richmond  near  San  Francisco. 
A  branch  from  the  Coalinga  field  connects  with  the  main  pipe  line  at 
Mcndota,  about  28  miles  from  Coalinga  and  about  170  miles  from 
Richmond.  The  Pacific  Coast  Oil  Company  also  has  some  shorter  lines 
from  southern  fields  to  the  coast. 

Another  important  system  of  pipe  lines  is  operated  by  the  Union 
Oil  Com])any.  This  (K>mpany  has  a  network  of  pipe  lines  from  the 
various  oil  fields  in  the  vicinity  of  Los  Angeles,  through  which  it 
pumps  oil  into  that  city  and  to  other  points.     It  has  tw^o  important 
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though  short  lines  from  coast  fields  to  the  ocean,  one  running  from 
the  Ventura  district  to  Ventura  and  the  other  from  the  Santa  Maria 
field  to  Port  Harford.  This  company  also  has  some  shorter  lines  in 
the  Kern  River  and  Coalinga  fields,  which  need  not  be  discussed  here. 

The  third  important  pipe  line  is  that  of  the  Associated  Oil  Com- 
pany, which  runs  from  the  Coalinga  field  to  Monterey,  on  the  Bay  of 
Santa  Cruz,  from  which  point  oil  is  delivered  to  San  Francisco  and 
neighboring  points  by  tank  vessel.  This  line  was  first  constructed  in 
1904  as  an  independent  project,  and  was  generally  known,  from  the 
name  of  its  projector,  as  the  Matson  Pipe  Line.  Great  hopes  were 
entertained  by  independent  oil  producers  that  the  construction  of  this 
line  would  afford  them  a  competing  outlet  for  their  product,  and  so 
enable  them  'to  widen  their  markets  and  obtain  better  prices.  These 
hopes  were  disappointed  by  the  acquisition  of  this  line  in  the  summer 
of  1905  by  the  Associated  Oil  Company,  this  purchase  having  the 
effect  of  virtually  placing  it  under  the  control  of  the  Southern  Pacific 
Company. 

Since  the  statutes  of  California  do  not  compel  pipe  lines  to  act  as 
common  carriers,  it  is  obvious  that  this  line  is  not  likely  to  prove  an 
active  comj)etitor  of  the  railroads.  The  Pacific  Coast  (Standard)  Oil 
Company  does  not  act  as  a  common  carrier.  It  has  a  constructive 
pipage  charge  from  the  Kern  River  field  to  San  Francisco  which  is 
exactly  the  same  as  the  railroad  freight  rate;  this  is  of  no  real  signifi- 
cance, however,  since  the  company  handles  no  oil  through  its  pipe  line, 
except  that  which  it  purchases.  Furthermore,  on  account  of  the 
extremely  heavy  and  viscous  nature  of  the  Kern  River  oil,  already 
noted,  the  amount  transported  fix)m  this  field  by  pipe  line  has  been 
relatively  small.  Indeed,  the  effort  of  the  Standard  Oil  Company  to 
pipe  this  particular  oil  is  regarded  as  a  virtual  failure.  Shortly  after 
the  line  was  built,  moreover,  the  Coalinga  field  was  rapidly  developed, 
and  as  it  furnished  a  large  supply  of  a  more  satisfactory  oil  for  refin- 
ing purposes  there  was  little  inducement  for  the  Standard  Oil  Company 
to  attempt  to  pipe  the  Kern  River  product  for  refining. 

PACino  Coast  Oil  Company  prohibited  under  contract  from 
ACTING  AS  A  COMMON  CARRIER. — While  the  Pacific  Coast  Oil  O^m: 
pany  has  shown  little  disposition  to  act  as  a  common  carrier,  it  is  further- 
more prohibited  from  doing  so,  within  the  limits  of  the  law,  by  a  con- 
tract covering  rights  of  way  for  its  pipe  line  with  the  Southern  Pacific 
Company.  This  contract,  which  was  dated  January  28,  1902,  and 
which  covered  various  rights  of  way  for  the  pipe  line  and  telegraph 
lines  of  the  Pacific  Coast  Oil  Company  from  Bakersfield  to  Richmond, 
contains  the  following  clause: 

It  also  being  the  express  understanding  by  and  between  the  parties  hereto  that 
the  pipe  line  hereinbefore  referred  to  is  only  to  be  used  by  the  party  of  the  first  part 
for  its  own  oil,  so  far  as  possible  under  the  law. 
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There  being  no  statute  in  California  compelling  pipe  lines  to  act  as 
common  carriers,  it  will  be  seen  that  by  entering  into  this  contract 
the  Pacific  Coast  Oil  Company  debarred  itself  from  acting  as  a  com- 
mon carrier  of  oil  through  its  pipe  line. 

The  pipe  lines  of  the  Pacific  Coast  Oil  Company  and  of  the  Asso- 
ciated Oil  Company  are  the  only  ones  running  northward  to  San 
Francisco  and  that  vicinity.  The  independent  producer  is,  therefore, 
unable  to  use  pipe-line  transportation  to  such  markets.  In  the  South 
conditions  are  substantially  the  same.  The  Union  Oil  Company,  gen- 
erally speaking,  does  not  act  as  a  common  ciirrier  in  the  full  sense  of 
the  term. 

A  new  line  has  recently  been  proposed  from  the  Coalinga  field  to 
the  Pacific  coast,  but  thus  far  its  actual  construction  has  not  been 
undertaken. 

These  conditions,  and  the  fact  that  fuel  oil  is  widely  distributed  to 
distant  markets,  such,  for  instance,  as  those  in  northern  California 
and  in  Arizona,  far  remote  from  pipe-line  routes,  have  prevented  any 
important  degree  of  competition  between  the  pipe  lines  and  i*ailroads 
as  far  as  shipments  of  producers  generally  are  concerned. 

Section  4.  Water  transportation  of  oil. 

Water  tmnsportation  of  oil  affords  a  more  effective  means  of  compe- 
tition with  railroads  on  the  Pacific  coast.  But  again,  the  advantages 
of  this  form  of  delivery  are  chiefly  confined  to  the  large  pipe-line  com- 
panies just  mentioned,  which  also  own  tank  vessels.  Because  of  the 
long  stretch  of  seacoast,  and  particularly  because  of  the  fact  that  some 
of  the  most  important  consuming  markets  are  loaited  at  or  near  tide- 
water, it  is  possible  to  employ  vessel  transportation  of  oil  on  an  exten- 
sive scale.  This  has  an  important  influence  on  railroad  oil  rates  to 
various  coast  points.  This  is  true  in  the  case  both  of  crude  and  of 
refined  oil.  It  has  already  been  shown  that  sevei-al  of  the  pipe  lines 
of  southern  California  run  to  the  coast,  where  deliveries  can  be  made 
to  tank  vessels.  The  terminus  of  the  pipe  line  of  the  Pacific  Coast  Oil 
Company,  and  likewise  its  refinery  at  Richmond,  are  on  the  shore  of 
San  Pablo  Bay.  In  the  same  vicinity  there  are  several  independent 
refineries,  a  num])er  of  which  are  able  to  employ  vessel  transportation, 
but  none  of  which,  with  the  exce])tion  of  the  Union  Oil  Company,  has 
tank-vessel  facilities  of  its  own. 

Section  5.  Other  competitive  methods  of  transportation. 

Among  minor  methods  of  competition  in  transportation  is  one  prac- 
tically unknown  in  other  sections  of  the  country,  namely,  the  teaming 
of  oil.  In  seasons  when  the  grain  crop  is  short  it  is  a  common  prac- 
tice of  farmers  to  employ  their  teams  in  the  transportation  of  crude 
oil  from  wells  to  nearby  markets,  and  this  form  of  competition  has 
resulted  in  numerous  deviations  from  railroad  tariffs. 
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Still  another  influence  upon  railroad  rates  is  the  extensive  use  of 
wood  as  fuel  in  the  mountain  districts.  Ostensibly  in  order  to  deliver 
oil  in  competition  with  wood,  the  Southern  Pacific  Company  has  in 
seveml  instiinces  made  secret  rates  on  oil.  As  this  chapter  will  show, 
these  rates  have  not  been  open  to  all  interests  alike,  but  have  con- 
stituted serious  discrimination. 

Section  6.  Prices  of  crude  oil,  and  general  considerations. 

Before  passing?  to  a  discussion  of  railroad  discriminations  it  should 
be  stated  that  prices  of  crude  fuel  oil  in  California  are  relatively  low. 
Thus  the  averaj^e  value  of  the  immense  production  of  the  Kern  River 
field  in  1904,  according  to  the  reports  of  the  United  States  Geological 
Survey,  was  only  17^  cents  per  barrel.  In  that  year  a  considerable 
amount  of  oil  sold  in^he  field  as  low  as  15  cents  a  barrel,  and  occa- 
sionally lower.  Some  years  ago,  before  the  production  of  the  State 
had  assumed  its  present  enormous  proportions,  crude  oil  sold  for  fuel 
purposes  in  the  leading  consuming  markets  like  San  Francisco  for 
more  than  $1  a  barrel.  Koughly  speaking,  about  4  barrels  of  crude 
oil  from  the  Kern  River  field  are  equivalent  for  fuel  purposes 
to  1  ton  of  coal.  On  the  basis  of  comparative  value  alone,  crude  oil 
delivered  at  a  market  like  San  Francisco  would  be  worth  much  more 
than  a  dollar  a  barrel.  Obviously  no  such  value  can  be  claimed  for 
it  unless  conditions  of  supply  and  demand  warrant.  But  it  may  be 
accepted  as  a  fact  that  prices  of  crude  oil  in  California  are  distinctly 
low.  As  a  result  it  is  the  producer  rather  than  the  consumer  who 
has  special  cause  for  complaint.  The  average  producer  of  crude  oil 
in  California  has  suffered  very  severely  from  the  great  decline  in  the 
price  of  his  product  in  the  past  few  years. 

Another  consideration  to  be  borne  in  mind  is  that  fuel  oil  is  sold 
almost  altogether  under  contract  on  the  Pacific  coast,  such  conti'acts 
frequently  running  for  several  years.  It  follows  that  a  shipper  having 
the  benefit  of  a  secret  rate  has  been  al)le,  bv  underbidding  his  competi- 
tor, to  secure  the  business  of  a  given  market  for  a  long  period  of  time. 

Mention  may  also  be  made  of  the  fact  that  owing  to  the  heaviness  of 
California  crude  oils  generally,  the  weight  of  a  gallon  of  the  crude 
product  is  considered  by  railroad  companies  as  7f  pounds.  In  the 
East,  petroleum  oil,  ]>oth  crude  and  refined,  is  taken  at  an  arbitrary 
weight  of  (>.4  pounds  ju'r  gallon.  In  Kansas  the  basis  for  crude  oil 
was  7 A  pounds  until  recent  legislation  applied  to  actual  weight.  It  is 
a  common  practice  of  California  railroads  to  (juote  rates  on  crude  oil 
on  a  gallon  or  a  barrel  basis.  At  other  times  lates  are  quoted  by  the 
ton.  By  a  barrel  of  crude  oil  is  invariably  meant  42  gallons:  the 
weight  of  a  barrel,  therefore,  i>^  ?»2^)^  pounds.  Thus  ♦).144:  barrels  of 
crude  oil  weigh  a  ton.  Roughly  spc^aking,  a  ton  of  crude  oil  in  Cali- 
fornia is  regarded  as  the  equivalent  of  G  ])arrels. 


402  TBANSPOBTATION   OF  PETROLEUM. 

n.  EXTENT  AND  FORM  OF  DISCBIMINATI0N8  IN  OII«  SATES. 

Section  7.  Widespread  belief  in  Bach  discriminationB. 

The  investigation  of  the  oil  industry  in  California  immediately  dis- 
closed the  existence  of  an  almost  universal  suspicion  among  independ- 
ent oil  producers  that  some  of  the  largest  companies  in  the  oil  business 
were  obtaining  unfair  advantages  from  railroads.  These  suspicions 
were  chiefly  directed  against  the  Standard  Oil  Company  and  the  Asso- 
ciated Oil  Company.  In  the  case  of  the  former  they  were  undoubtedly 
based  in  part  upon  the  apparent  interest  of  the  Standard  Oil  capitalists 
in  the  two  leading  railroad  systems,  as  indicated  by  representation 
upon  the  directorates  of  those  roads.  The  ownership  of  a  large  stock 
interest  in  the  Associated  Oil  Company  by  the  Southern  Pacific  Com- 
pany not  unnaturally  created  suspicion  of  favdritism  in  the  case  of 
that  concern.  But  while  belief  in  discriminations  was  due  in  part  to 
the  relationship  thus  indicated,  it  rested  chiefly  upon  a  more  tangible 
basis.  Throughout  a  large  part  of  the  State  crude  oil  bad  been  sold 
and  was  still  being  sold  by  a  few  large  companies,  principally  the 
Standard  Oil  Company  and  the  Associated  Oil  Company,  at  delivered 
quotations  less  than  the  market  price  of  the  oil  in  the  fields  or  the  pos- 
sible cost  of  production,  plus  the  published  rate  of  freight  to  market 

Where  a  shipment  was  necessarily  by  rail,  onl}'  two  explanations 
were  possible.  Either  the  seller  was  losing  money  or  he  was  obtain- 
ing a  freight  rate  less  than  the  rate  openly  published.  It  is  not  sur- 
prising that  the  independents  adopted  the  latter  view,  and  particularly 
since  the  two  large  purchasing  companies  appeared  to  be  prosperous. 
In  the  case  of  the  Associated  Oil  Company  the  theory  that  this  business 
was  being  handled  at  a  loss  seemed  to  }>e  discredited  by  the  fact  that  it 
had  recently  begun  to  pay  dividends.  The  ownership  of  a  pipe  line 
by  the  Standard  Oil  Company,  that  of  the  Pacific  Coast  Oil  Company, 
made  it  possible  for  that  concern  to  deliver  oil  at  a  legitimate  trans- 
portation cost  less  than  the  open  railroad  freight  rate  where  the  pipe 
line  could  be  utilized.  This  explanation,  however,  would  account  for 
low  prices  only  in  certiin  sections  of  territory,  the  Standard  Oil  Com- 
pany being  largely  dependent  iiix)n  railroad  transportation.  In  the 
case  of  the  Associated  Oil  Company,  which  had  no  pipe  line,  other 
than  field  lines,  until  the  middle  of  1J)05,  this  explanation  did  not  obtain. 

The  investigation  of  the  Bureau  has  confirmed  in  large  measure  these 
charges  of  discriminations  in  railroad  rates  on  the  part  of  the  principal 
niilroads  of  California.  These  discriminations  in  rates,  in  connection 
with  other  methods  of  favoritism,  are  of  suflicient  importance  to 
explain  in  no  small  degree  the  rapid  extension  of  the  power  of  a  few 
large  distri})uting  companies  in  the  oil  business  in  that  Sfi^te,  and 
particularly  of  the  Standard  Oil  Company  and  the  Associated  Oil 
Company. 
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Section  8.  Form  of  rate  discrixninations  on  the  Pacific  coast. 

In  the  case  of  secret  and  discriminating  rates  discovered  in  the 
examination  of  eastern  railroads,  it  has  almost  always  been  found  that 
some  Standard  Oil  company  was  the  only  shipper  from  the  points 
obtaining  such  rates.  In  other  words,  the  discrimination  is,  on  the  sur- 
face, between  localities  rather  than  between  individuals  at  the  same 
point.  In  California,  however,  direct  discrimination  l)etween  indi- 
viduals shipping  from  the  same  point  to  the  same  destination  was  also 
found  to  exist,  and  in  order  to  effect  this  discrimination  recourse  was 
had  to  the  use  of  the  rebate.  Such  rebates  as  were  found  were  invari- 
ably based  upon  a  secret  rate,  and  were  not  promiscuous  payments  or 
a  percentage  of  total  freight  charges.  The  discrimination  in  fact  was 
in  the  rate  itself,  the  rebate  being  merely  a  method  of  applying  such 
a  rate. 

The  Southern  Pacific  Compan\'  almost  invariably  adopted  the  rebate 
in  applying  its  secret  rates  on  oil,  this  practice  being  styled  more 
euphoniously  ''protecting  the  rate  by  voucher."  This  means  that  the 
shipper  or  consignee  who  obtains  a  secret  rate  first  pays  the  tariff  rate 
and  then  renders  a  claim  for  the  difference  between  it  and  his  secret 
rate.  These  claims  are  known  by  the  railroad  company  as  vouchers, 
like  any  other  bill  against  them.  The  Santa  Fe  system  sometimes 
^employs  the  rebate  and  sometimes  uses  its  secret  oil  rates  directl}^  on 
the  waybilling.  In  the  former  case  the  rate  is  styled  a  ^' claim  quota- 
tion"— that  is,  a  rate  which  is  to  be  adjusted  by  claim  or  rebate— and 
in  the  latter  case  a  "letter  special,"  which  is  virtually  equivalent  to 
the  secret-rate  order  of  eastern  railroads,  although  usually  in  the  form 
of  a  typewritten  letter  to  the  local  agent.  A  cop}'  of  one  of  these 
letter  specials  of  the  Santa  Fe  system  is  given  on  page  423. 

The  deviations  of  the  Southern  Pacific  Company  from  published 
tariff  rates  are  in  the  form  of  what  are  known  as  '"  Y  specials,"  or 
''extra  specials."  The  "  Y  special"  is  a  tarifl'  which,  while  printed, 
is  marked  "not  to  be  posted."'  The  rates  quoted  in  it  are,  however, 
ostensibly  open  to  all  shippers  alike  from  a  given  point.  This  tariff, 
while  irregular,  is  not  of  an  especially  discriminatory  character  as 
far  as  oil  is  concerned.  It  is  used  by  the  agent  in  billing  oil,  who 
enters  the  rate  quoted  by  it  directly  on  waybills.  The  "extm  special," 
however,  is  not  known  to  the  billing  agent,  but  is  applied  by  settlement 
through  the  general  office  by  means  of  a  rebate.  An  official  of  the 
Southern  Pacific  at  San  Francisco  discussed  these  two  forms  of  spe- 
cial rates  as  follows: 

The  regular  tariff,  or  the  tariff  which  covers  the  movement  of  all  freight  between 
all  points  in  all  directions,  is  of  a  general  character  and  is  con>piled  under  general 
directions.  After  that  tariff  is  published  there  arii^e  special  conditions  at  special 
points  which  require  the  lowering  of  the  raU»  in  order  to  move  certain  commodities, 
and  therefore  we  make  wh^t  is  known  as  a  special  commodity  rate,  and  we  print 
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that  in  what  we  call  a  *VY  special.'*  No  one  can  publish  a  r^ular  tariff  to  take  care 
of  special  traffic.  It  is  simply  unearthed  or  discovered  by  special  investigation  and 
appeal  by  parties  interested  in  buying  or  selling  the  particular  commodity. 

The  **Y  special"  differs  from  what  wecall  the  **  extra  special"  in  this  respect:  The 
** extra  special"  is  made  to  meet  special  conditions.  You  might  call  it  market  com- 
petition. Those  rates  are  not  publi«hed  except  on  interstate  traffic.  The  agent  who 
bills  the  freight  knows  nothing  of  the  * '  extra  special"  rate.  Each  rate  depends  upon 
itself.  But  I  would  say  generally  that  we  would  make  it  apply  in  both  directions  if 
we  were  asked  to  do  it.  *  *  *  These  rates  are  not  published  for  the  reason  that 
the  water  carriers  would  immediately  reduce  their  rates  to  hold  the  business  if  they 
knew  what  our  rates  were,  and  also  the  wood  contractors  on  the  mountains  would 
reduce  their  prices  in  proportion,  thereby  causing  us  further  reduction;  but  as  we 
desire  to  engage  in  the  handling  of  a  share  of  the  competitive  traific  we  adopt  this 
means  of  doing  so. 

The  investigation  of  the  Bureau  developed  the  existence  of  more 
than  80  different  deviations  from  published  tariff  rates  on  oil  in  Cali- 
fornia. This  does  not  include  any  differences  between  the  '^  Y  "'  tariff 
of  the  Southern  Pacific  Company  and  its  regularly  posted  tariffs;  the 
"Y"  tariff  is  treated  in  this  discussion,  for  the  reasons  already  noted, 
as  practically  a  regular  tariff.  The  deviations  in  oil  rates  disclosed 
by  the  investigation  are  summarized  in  the  following  table,  most  of  the 
various  destinations  being  shown  on  the  accompanying  map: 

CALIFORNIA  OIL  RATES  AT  VARIANCE  WITH  TARIFF.  1901 
Southern  Pacific  Company. 


From— 


To— 


Commodity,  i 


Bakersfield '  Keswick Crude  oil  . 


Do Anderson 


Do. 
Do. 
Do. 
Do., 

Do. 

Do., 
Do. 

Do. 


.do. 


Redding I do... 

Red  Bluff ■ do... 

Middle  Creek.... I do... 

Oxnard ' do . . . 

Lamoine ! do... 


Betteravia do . 

Floriston ■ do . 


Sal  ton do . 


Do I  Chico. 


.do. 


Do. 
Do. 
Do. 
Do. 


Do Santa  Cruz  . 


Boca ' do  . . . 

Spreckels do  . . . 

Monterey do  . . . 

Nt)me do  . . . 


.do. 


Do 

Do 

Richmond. 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 


Castrovillc do . 

Phoenix,  Ariz <lo  . 


Marysville Refined  oil. 

I'arartin do 

San  Jose do 

Oakland do 

Keswick Crude  oil . . 

Middle  Creek do 

Redding do 

Red  Bluff do 

Lyoth do 

Durham do 

Chico do 

Bamards I do 


1 
Secret  rate. 

Tariff  rate. 
2Cgal 

Recipient  of  secret  rate. 

1.4«^gal.... 

Standanl    Oil    Co.   and 

Mountain  Copper  Co. 

1.4cgal.... 

2Cgal 

Local  consignee. 
Standard  Oil  Co. 

1.4^  gal.... 

2Cg»il 

1.4egrtl.... 

2Cgal 

Do. 

1.4egal.... 

2c  gal 

Do. 

0.9c  gal .... 

1.26Cgal... 

American    Beet    Sugar 

Co. 
Lamoine    Lumber  and 

1.2e  gal .... 

2.5c  gal .... 

Trading  Co. 

1.2Cgal.... 

2Cgal 

Union  Sugar  Co. 

1.5cgal.... 

2Cgal 

Floriston  Pulp  and  Pa- 
per Co. 

S5  ton 

»7ton 

New  LiveriH>ol  Salt  Co. 
and  Standard  Oil  Co. 

1.2egHl.... 

1.6c  gal.... 

Chico  Gas   and    I'owtr 
Co.;  Diamond    Mntch 
Co. 

1.5egal.... 

2Cgal 

Associated  Oil  Co. 

42c  bbl 

^).4C  bbl. a. 

Do. 

40«  bbl 

50. 4C  bbl... 

Oil  for  county  use. 

7Cbbl 

IOC  bbl 

A8.sociateil  Oil  Co. 

0.9C  gal ... . 

1.2Cgal.... 

AHst»ciated  Oil  Co.,  for 
countv  use. 

().9C  gal ... . 

1.2Cgal.... 

S6  ton 

Sjs  ton 

Standard    Oil    Co.  and 
Associated  Oil  Co. 

17.5Ccwt  .. 

21ccwt.... 

Standard  OU  Co. 

50C  tt)n  .... 

75c  ton 

Do. 

eccwt 

S1.50ton... 

Do. 

60C  ton  .... 

75c  ton 

Do. 

46Cbbl  .... 

Sic  bbl  .... 

Do. 

46C  bbl  .... 

84cl»bl  .... 

Do. 

46C  bbl  ... . 

7lCbbl  .... 

Do. 

lecbbl  .... 

(iOCbbl  .... 

Do. 

15C  bbl  .... 

2scbbl  .... 

Do. 

50.2c  bbl... 

71Cbbl  .... 

Do. 

37.Gcbbl... 

45Cbbl  .... 

Do. 

92.2cbbl... 

$1.05  bbl... 

Do. 

a  Equivalent  ol  tariff  rate  of  1.2  cents  gal. 


o 

> 
r 
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CALIFORNIA  OIL  R.iTES  AT  VARLVNGE  WITH  TARIFF.  19W— Continued. 
Southern  Pacific  (bw;)a»y— Continued. 


From— 


alingaa . 

Do 

Do 


s  Angeles . 


Do. 
ino  . 


esno 

Do 

n  Francisco . . 
rwalk 


T*>- 


Commodity. 


Secret  rate. 


Tariff  rate. 


Reedey Crudeoil...   0.9^  gal . . . .  |  1.39t  gal . 

La(?jac do 0.9c  gal 1.39e  gal . 

Visaliu do I  0.6e  gal 0.9egal.. 


Saltou do. 


West  Glendale  , 
Deelez 


$3  ton  . 


.do !  50e  ton 

.do 15«  bbl  .... 


S5ton  . 


75^  ton  . . 
19.5e  bbl . 


Tulare 

Hanford 

Petaluma do 

Florence I  Crude  oil . . . 

I 


Refined  oil  .1  SI .90  ton...,  83.05  ton. 

do I  $1.10 ton... I  82  ton  .  . 

^-^  4^  cwt I  ft^  cwt 

50^  ton '  65^  tonb. 


Recipient  of  secret  rate. 


Standard  OU  Co. 

Do. 
Consolidated       Heat, 

Light  and  Power  Co. 
Standard  Oil  Co.:  New 

Liverpool  Salt  Co. 
Union  Oil  Co. 
California  Construction 

Co. 
Standard  Oil  Co. 
Do. 
Do. 
Union  Oil  Co. 


Atchison,  Topcka  and  Santa  Fe  Railway. 


Jondo Los  Angeles  .... .    Crudeoil...    7.5^  bbl... 

Do I  San  Diego do I  20e  bbl  . . . 

Do '  San  Bernardino  .' do I  lOe  cwt... 


Do I  San  Diego i  Refined  oil 


Do Los  Angeles 

Do I  Pastidena 

Do San  Bernardino 

Do Riverside. 

cersfield . 


.do. 

.do. 

.do. 

Ga.soline. 


San  Diego ;  Crudeoil.. 


Do Needles 


Do Ethanac . 

Do Fresno  .. 


Qda. 

Do. 

Do. 
Do. 
Do. 


.do. 


-do. 
.do. 


Re<londo 

Los  Angeles . 


.do. 
.do. 


.do. 


Slauson. 

Val  Verde i do  . 

Inglewood ' do. 

Do Perris ■ do  . 

I  Angeles Sluiuwm | do 


Nadeau  Park I do  . 

do ' do  . 

Verdemont do  . 

Devore do  . 

Redondo j do  . 

Allessandro do. 


Do Inglowood do. 

Do Porphyry do  . 

Do Val  Verde do  . 

Do San  Diego do  . 


Do. 
Do. 
Do. 
Do. 
Do. 

Do. 


0)0. 


..do Refined  oil 

i  ;         (L.C.L.). 

Do !  Santa  Monica  ...    Refined  oil  . 

Nietos Slauson •  Crude  oil . . . 

Diego Eseondido Refined  oil 

^  (C.L.). 

X)o do Refined  oil 

(L.C.L.). 

*nOido Ooeanside do 

«3ale Black  Oak Crudeoil. 


7.5<rcwt  .. 
7.5^  bbl  e. 

5C  cwt 

20^  cwt... 
20ecwt... 
50.4ebbl.. 


«2.80iton.. 

fS.lOton... 
0.75c  gal... 


lOCbbl. 
lot  bbl. 


SI  ton... 
lOt  cwt . 
lOebbl.. 


lOccwt.. 
50<f  ton  . . 
50e  ton  . . 

S5oar 

S2.r>0ton. 
SlM^Oton. 
IOC  bbl... 


8C  cwt . 


IOC  bbl  .... 

58CbbLo... 

IOC  bbl.  + 

lOc  cwt. 

25c  cwt 

IOC  cwt.... 

12c  cwt 

25c  cwt 

25c  cwt 

92.7Cbbl... 


S8ton 

15.70  ton... 
0.9Cgal.... 


S1.50  ton  or 

7.6Ccwt. 

le'Cbbl.... 

Sl.SOton... 

13c  cwt 

7.5c  cwt.  or 

24.4C  bbl. 
13Ccwt.... 

75c  ton 

65c  ton 

fi5cton 

S3. 40  ton . . . 
S3.60ton... 
5c  cwt.  or 

16«c  bbl. 
13c  cwt 


IOC  bbl... 
$1.75  ton . 
IOC  cwt.. 
25c  bbl... 


20C  cwt . 


5c  cwt ... 
50e  ton  . . 
IOC  cwt.. 


75c  ton 

$2  ton 

13c  cwt 

13c  cwt.  or 

43. IC  bbl. 

35c  cwt 

IOC  cwt.... 

75c  ton 

lie  cwt 


15c  cwt 18c  cwt 


I 


5c  cwt  - 
sa  ton  . 


I  16c  cwt.... 
S:^.50  ton . . . 


Standard  Oil  Co. 
Do.cl 
Do. 

Do. 
Do. 
Do. 
Do. 
Do. 
Standard  Oil  Co.;  Ano- 
ciated  Oil  Co.;  Spreck- 
els  interests. 
Murphy  Water.  Ice  and 
Light  Co.    (See  text.) 
Chase  Nursery  Co. 
Fresno  Consumers  Ice 
Co.  and  Central  Brick 
Co. 
Standard  Oil  Go.    (See 

text.) 
Standard  Oil  Co.»  Brea 
Caflon  Oil  Co. 

H.  Chandler. 
Brea  Cafton  Oil  Co. 

H.  Chandler. 

Producers  generally./ 

Union  Oil  Co. 

Pacific  Electric  Rwy. 

Local  consignee. 
Do. 

Union  Oil  Co.,  Standard 
Oil  Co. 

Asphaltum  Oil  and  Re- 
fining Co. 

Union  Oil  Co. 

Tarr  &  McComb. 

H.  Chandler. 

Standard  Oil  Co. 

Do. 

Do. 
Proflucers  generally,  o 
Standard  Oil  Co. 

Do. 

Do. 
Do. 


""he  secret  rates  from  Bakersfield  to  Keswick  and  to  Betteravia  above  shown  also  applied  from 
*»iKa. 

-quivalent  of  tariff  rate  of  0.252  cent  gnl. 
[Univalent  of  tarifl  rate  of  10  cents  hhl.  plus  13  cents  cwt. 
,*^ritT  rate  reduced  to  10  cents  owl.,  (.r  about  'Al\  cents  bbl..  on  Dec.  8. 1904. 

^>is  rate  of  7i  cents  per  bbl.  pre(M'<l('(l  bv  a  special  rate  of  I  centM  per  cwt.    This  rate  of  1\  cents, 
^  on  bbl.  of  42  galls,  or  268.8  lbs.,  making  rate  e«iuivailent  to  2.79  cents  [>er  hundred  against  tariff 
5*^  10  cents  a  hundred. 
*^ese  rates  are  deviation  fnnn  tarifT.  but  not  really  secret. 


H.  Doe.811»,  .V.>-1- 
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CAUPORNIA  OIL  RATES  AT  VARIANCE  WITH  TARIFF,  1904~Contini]ed. 
San  Pedro,  Lot  AngeUa  and  Salt  Lake  Railroad. 


From— 

To- 

Commodity. 

Secret  rate. 

Tariff  rate. 

Recipient  of  secret  rate. 

Los  Angeles 

Do 

Long  Beach  

Alamitoa 

Crude  oil... 
do 

lOebbl 

lOebbl 

lOfbbl 

$2  ton 

5*cwta.... 

5«cwt 

5ecwt 

$2ton+10e 
bbl. 

Union  Oil  Co. 
Do. 

Do            

Cerritos 

do 

Do. 

Eiwt  Bftn  PcKlro. , 

Riverside 

do 

Do. 

Pacific  Coast  Railway. 


Santa  Maria 
Held. 


Port  Harford . . 


Crude  oil . . . 


7tolOebbl. 


(See  text) 


Union  Oil  Co. 


a  This  rate  equivalent  to  about  16}  cents  per  barrel. 

Note.— The  rates  above  shown  as  having  been  used  by  the  Standard  Oil  Companv  include  thoM 
obtained  by  the  Pacitie  Cotust  Oil  Company.  Generally  8(>eaking  the  secret  rates  of  the  Standard  on 
crude  or  fuel  oil  were  on  shipments  of  the  Pacific  Coast  Oil  Company. 

It  is  true  that  most  of  these  irregular  rates  are  of  an  intrastate  char- 
acter. This,  however,  does  not  affect  their  discriminatory  nature.  To 
the  independent  oil  producer  of  California,  whose  market  is  largely 
within  the  border  of  that  State,  these  discriminations  are  quite  as 
vital  as  if  they  applied  dire<;tly  between  interstate  points.  Moreover, 
as  will  later  appear,  these  secret  intrastate  rates  were  in  some  instances 
directly  applied  on  intei*state  traffic. 

It  is  proper  to  state  that  the  railroad  companies  admitted  the  exist- 
ence of  special  rates,  but  they  insisted  that  these  deviations  did  not 
constitute  discrimination,  and  the  list  of  instances  which  they  disclosed 
was  far  from  complete.  The  real  significance  of  these  irregularities 
was  discovered  only  after  persistent  investigation. 

Some  of  the  secret  rates  given  in  the  above  table  were  not  exten- 
sively used.  The  more  important  of  them  are  discussed  below  in  some 
detail. 

m.     SECBET  BATES  AND  REBATES  OF  THE  S0T7THEBN  PACIFIC 

COMPANY. 

Section  9.  Eates  &om  Bakersfield  to  various  points. 

Secret  rates  to  Keswick. — Keswick  is  in  the  northern  part  of 
California.  (See  map.)  The  Southern  Pacific  Company's  '*•  Y"  tariff, 
already  explained,  (pioted  a  nite  on  crude  oil  from  Bakersfield  to  Kes- 
wick of  2  cents  per  gallon,  effective  September,  1901.  On  June  1, 
1902,  however,  the  Southern  Pacific  Company  made  a  special  rate  of 
1.4  cents  per  gallon.  According  to  an  officer  of  the  company  this  spe- 
cial rate  was  "^  given  to  the  Mountain  Copper  Company,  at  Keswick, 
to  meet  the  competition  of  wood  as  fuel,  cut  on  the  mountains  near 
Keswick,  and  hence  is  applica))le  on  all  oil,  no  matter  by  whom 
shipped,  to  Keswick.'"' 

While  tliis  special  rate  may  have  been  applicable  on  all  oil  shipped 
to  Keswick,  it  was  a  secret  rate,  known  only  to  a  few  parties,  among 
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these  being  the  Pacific  Coast  (Standard)  Oil  Company.  The  latter 
company  was  apparently  the  only  shipper  enjoying  this  rate.  The 
rebates  under  it  were  paid  for  some  time  to  the  Mountain  Copper 
Company;  they  amounted  in  ten  months  of  the  year  1904  to  about 
$19,000.  The  Mountain  Copper  Company  was  then  buying  its  fuel  oil 
from  the  West  Shore  Oil  Company,  an  independent  concern  in  the  Kern 
River  field.  The  West  Shore  Oil  Company  did  not  prepay  the  freight 
charges  on  its  shipments,  and  there  is  nothing  to  indicate  that  it  was 
ever  advised  by  the  Southern  Pacific  Company  of  any  rate  lower  than 
2  cents  a  gallon  on  crude  oil  from  Bakersfield  to  Keswick.  The  way- 
billing  records  of  the  Southern  Pacific  at  Oil  Citv  (in  the  Kern  River 
field)  show  shipments  at  the  2-cent  rate,  freight  charges  collect,  by 
the  West  Shore  Oil  Company  to  the  Mountain  Copper  Company.  This 
is  in  accordance  with  the  Southern  Pacific's  avowed  policy  of  quoting 
special  rates  to  the  consumer,  keeping  the  shipper  in  ignorance  of 
them.  The  following  statement,  in  regard  to  special  rates,  from  an 
official  of  the  Southern  Pacific  Company  indicates  the  company's 
attitude: 

All  oil  Qpmpanies  have  the  benefit  of  these  rates,  for  the  consumers  are  qaoted  a 
rate  and  they  buy  from  the  oil  company  who  will  give  them  the  best  price,  taking 
into  consideration  the  freight  rates  quoted  them. 

When  the  shipper  is  the  Standard  Oil  Company,  however,  this  policy 
appears  to  be  disregarded.  At  any  rate  the  (Pacific  Coast)  Standard 
Oil  Company  was  certainly  aware  of  the  1.4:-cent  rate  from  Bakersfield 
to  Keswick,  for  it  obtained  rebates  based  upon  it  on  a  large  number 
of  shipments.  Furthermore,  claims  for  such  rebates  gave  as  their 
authority  an  agreement  between  S.  H.  McC.  (S.  H.  McClintock,  of  the 
Pacific  Coast  Oil  Company)  and  (i.  W.  L.  (G.  W.  Luce,  general  freight 
agent  of  the  Southern  Pacific  Company  at  San  Francisco),  of  Novem- 
ber 14, 1902.  This  shows  that  the  Pacific  Coast  (Standard)  Oil  Company 
was.  informed  of  this  special  rate  only  a  few  months  after  it  was  put 
into  effect.  Diligent  inquiry  among  independent  producers  at  Kern 
River  and  an  extensive  examination  of  the  Southern  Pacific  Com- 
pany's claim  files  failed  to  indicate  that  any.  independent  shipper  had 
used  this  secret  rate  or  been  informed  of  it  by  the  Southern  Pacific 
Company. 

In  the  latter  part  of  1904  the  Mountain  Copper  Company  ceased  to 
buy  fuel  oil  from  the  West  Shore  Oil  Company  and  made  a  contract  with 
the  Standard  at  a  delivered  price.  Under  this  arrangement  the  rebate 
went  directly  to  the  Standard  interests.  It  is  true  that,  in  this  case  as^ 
in  the  case  of  numerous  other  secret  rebates  of  this  sort,  the  consumer 
benefited  indirectly  b}^  the  concession  in  getting  lower  prices  for  oil; 
but  obviously  this  is  no  defense  for  the  secret  rebate.  Again  and 
again  the  bid  prices  of  independent  crude-oil  producers,  based  on  the 
full  tariff  rate  of  freight,  indicate  that  they  would  have  underbid  a 
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favored  competitor  had  they  been  given  the  secret  rates  that  he 
obtained. 

As  a  matter  of  fact,  the  Standard  Oil  Company  appears  to  have  sup- 
plied most  of  its  Keswick  trade  in  fuel  oil  from  Richmond.  On  such 
shipments,  as  shown  elsewhere,  it  obtained  a  secret  rate  even  more 
favorable  than  this  one  of  1.4  cents  per  gallon  from  Bakei'sfield. 

Secret  rates  to  Redding,  Red  Bluff,  and  Middle  Creek. — The 
Southern  Pacific  subsequently  applied  this  rate  of  1.4  cents  per  gallon 
to  certain  shipments  from  Bakersfield  to  Redding,  Red  Bluff,  and 
Middle  Creek.  These  points  are  all  in  the  Wcinity  of  Keswick.  (See 
map  facing  p.  40:1:.)  According  to  the  Southern  Pacific  Company  the 
rate  was  put  into  effect  on  June  19, 1905, ''  and  was  made  for  the  same 
reason  that  the  rate  was  made  to  Keswick;  that  is,  against  wood  cut 
in  the  mountains."  The  tariff  rate,  as  in  the  case  of  Keswick,  is  2 
cents  a  gallon. 

The  Southern  Pacific  Company  makes  no  pretense  of  having  informed 
independent  oil  producers  of  this  secret  rate.  That  such  independent 
producers  were  ignorant  of  it,  and  that  they  based  their  calculations 
upon  the  2- cent  rate  in  endeavoring  to  secure  business  at  the  points 
named,  is  clearly  indicated  by  the  following  statement  from  the  North- 
ern California  Power  Company,  which  owns  a  number  of  power, 
water,  and  gas  plants  at  Keswick,  Redding,  Red  Bluff,  and  othpr 
points  in  northern  California: 

Fuel  oil  is  used  by  the  Northern  California  Power  Company  in  the  manufacture  of 
illuminating  gas  at  Red  Bluff  and  Redding.  We  began  purchasing  crude  oil  of  tlie 
Dabney  Oil  Company  in  ^lay,  1902,  and  our  last  purchase  of  that  company  was  made 
in  March,  1905.  We  ceased  buying  of  them  bet-ause  we  had  at  times  considerable 
trouble  in  securing  prompt  deliveries,  and  ran  short  of  oil;  they  said  they  could  not 
get  the  cars.  We  are  now,  and  have  l)een  since  July  20,  1905,  purchasing  oil  of  the 
Standard  Oil  Company  under  a  three-year  contract,  and  the  reason  that  we  made 
that  contract  was  that  the  v^tandard  Oil  Company  was  able  to  get  a  railroad  freight 
rate  tliat  nolx^dy  else  could  get.  lietween  March,  1905,  and  July,  1905,  we  purchased 
some  oil  of  the  Maine  State  ( )il  Company,  the  Union  Oil  Company,  and  the  Asso- 
ciated Oil  Company.  Our  object  in  making  these  various  purchases  was  to  actually 
test  the  oil  furnished  by  the  various  comjianies  with  an  idea  of  entering  into  a  tx^n- 
tract  for  a  term  of  years  covering  our  total  fuel-oil  re<iuirements.  We  found  the  oil 
satisfactory  in  every  cjise,  but  before  signing  a  contract  with  any  of  thcMse  companies 
we  were  offered  oil  by  the  Standard  Oil  Company  at  84  cents  i)er  barrel,  delivereti 
at  Red  Bluff  and  Redding.  The  other  prices  ranged  from  $1.05  to  $1,071  per  barn^l, 
and  were  based  on  a  freight  rate  of  2  cents  jjer  gallon  to  these  |x)int8. 

From  this  .statement  it  appears  that  independent  companies  offered 
to  deliver  oil  to  the  Northern  California  Power  Company,  at  Redding, 
at  prices  ranging  from  21  cents  to  28^  cents  a  barrel  above  the  price 
quoted  bv  the  Standard  Oil  Company.  Since  the  Standard  Oil  Com- 
pany on  shipments  from  Bakersfield  ol>tained  a  concession  of  0.0  cent 
per  gallon,  or  25.2  cents  per  barrel  of  42  gallons,  it  would  appear  that, 
if  all  shippers  had  been  treated  alike  in  the  matter  of  freight  charges, 
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independent  producers  might  have  secured  this  contract.  A  repre- 
sentative of  the  Northern  California  Power  Company  said  that  the 
reason  he  knew  that  the  Standard  Oil  Company  had  a  special  rate  into 
Redding  was  that  while  his  compan}-  was  purchasing  oil  from  the 
Dabney  Oil  Company,  and  for  some  time  thereafter,  the  freight  rate 
on  crude  oil  was  2  cents  a  gallon,  or  84  cents  a  barrel,  plus  certain 
switching  charges,  whereas  he  learned  that  the  Standard  was  deliver- 
ing oil  to  the  Holt  &  Gregg  Company,  at  Anderson,  a  nearby  point, 
for  79  cents  per  barrel. 

On  taking  this  matter  up  with  the  head  of  the  fuel-oil  department  of  the  Standard 
Oil  Company,  at  San  Francisco,  he  informed  us  that  they  were  able  to  make  such  a 
price  beciiuse  the  Southern  Pacific  Company  had  a  special  rate  in  at  that  point, 
namely,  1.4  cents  per  gallon,  for  fuel  or  crude  oil,  and  that  this  rate  also  applied  to 
Keswick.  On  taking  the  matter  up  with  the  railroad  company  to  see  if  they  would 
not  ap}>ly  this  rate  to  Redding  and  Red  Bluff,  they  practically  denied  that  the  rate 
of  1 .4  cents  per  gallon  to  the  points  mentioned  had  ever  been  published.  Subse- 
quently we  received  the  following  letter  stating  their  inability  to  apply  the  lower 
rate  to  Redding  or  Red  Bluff: 

General  Freight  Department,  Pacific  System, 

S(in  Francisco,  May  S9y  1906, 
Northern  California  Power  Company, 

1504  Market  Htreet,  City. 
Gentlemen:  Referring  to  recjuest  of  your  Mr.  Whaley,  this  is  to  say  that  2  cents 
per  gallon  is  the  lowest  rate  that  we  can  name  from  Bakersfield  to  Red  Bluff  or 
Red<iing  on  crude  fuel  oil,  in  tank  cars,  loaded  to  capacity. 

Yours  truly,  (;.  W.  Luce, 

S.  N.  B. 

Continuint^,  this  representative  of  the  Northern  California  Power 
Compan}^  said: 

Shortly  lx*fore  receiving  this  letter  wo  were  offered  oil  at  84  cents  per  barrel  by 
the  Standard  Oil  Company,  delivered  at  Redding.  This  quotation  was  subsequently 
reduced  to  79  cents  i>er  barrel,  and  it  was  explained  that  the  railroad  company  had 
lowere<i  the  rate  to  Redding  at  the  solicitation  of  the  Standard  Oil  Company.  We 
did  not  care  to  buy  at  84  <rents,  hence  their  offer  at  79  cents  to  secure  our  business. 
At  this  time,  however,  the  rate  of  2  cents  a  gallon  to  Red  Bluff  was  maintained  by 
the  railroad  company.  When  we  took  up  the  matter  of  making  a  contract  with  the 
Standard  Oil  Company,  they  wanted  the  contract  to  read  79  cents  per  barrel  f.  o.  b. 
Redding  and  $1.05  per  barrel  f.  o.  b.  Red  Bluff.  I  refuseil  to  enter  into  any  contract 
at  all  at  these  ligures,  and  after  considerable  talk  offered  to  make  a  three-year  con- 
tract for  fuel  oil,  delivered  at  Redding  and  Red  Bluff,  at  80  cents  i>er  Imrrel,  and  told 
them  that  if  they  wanted  the  business  it  wjis  up  to  them  to  get  the  rate  to  Red  Bluff 
reduced. 

On  July  19,  1905,  we  contracted  with  the  Standard  Oil  Company  for  a  period  of 
thirty-six  months,  from  July  20,  1905,  to  July  20,  UK)8,  for  fuel  oil  required  by  our 
gas-making  properties  at  Redding  and  Red  Bluff,  the  said  oil  to  be  of  gravity  of  not 
less  than  14°  Baume  and  deliveries  not  to  exceed  2,000  barrels  per  month,  the 
delivered  price  f.  o.  b.  cars  Redding  and  Red  Bluff  to  Ikj  80  cents  per  barrel  of  42 
gallons. 

As  in  the  case  of  sliipm(»nts  of  the  Standard  Oil  Company  to  Kes- 
wick, most  of  the  oil  delivered  to  the  Northern  California  Power  Com- 
pany was  shipped  from  Richmond  instead  of  from  Bakersfield. 
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The  discrimination  of  the  Southern  Pacific  Company  against  the 
independent  shipper  is  thus  convincingly  iilusti'ated,  and  it  is  of  inter- 
est to  note  that  in  this  instance  the  Southern  Pacific,  contrary  to  its 
avowed  policy,  did  not  directly  allow  the  consumer  the  secret  rate, 
although  it  is  true  that  the  consumer  obtained  the  advantage  of  it 
indirectly. 

These  statements  and  the  letter  afford  a  very  lucid  illustration  of 
one  condition  which  has  contributed  to  the  growth  of  the  Standard 
Oil  Company's  control  of  the  oil  market  in  California  and  to  the  cor- 
responding loss  of  influence  on  tlie  part  of  the  independent  shippers. 

Secret  rates  to  Anderson  and  Lamoine.  —  A  special  rate  of 
lA  cents  per  gallon  on  crude  oil  from  Bakersfield  to  Anderson  was, 
according  to  the  Southern  Pacific  Company,  quoted  to  the  Anderson 
Brick  Yard,  effective  June  1,  1002.  Conditions  at  Andei'son,  it  was 
said,  were  similar  to  those  existing  at  Keswick,  and  it  was  decided  to 
apply  no  higher  rate  to  Anderson  than  to  Keswick. 

Ijamoine  is  in  the  northern  part  of  California  not  far  from  Keswick, 
to  which  latter  place,  as  alread}'  shown,  a  special  rate  of  1.4  cents  per 
gallon  was  allowed  by  the  Southern  Pacific  in  place  of  the  tariff  rate  of 
2  cents  per  gallon.  The  tariff  rate  from  Bakersfield  to  Lamoine  was 
2.5  cents  per  gallon.  Against  this  rate  the  Southern  Pacific  Company 
put  in  a  special  rate  of  1.2  cents  per  gallon.  According  to  the  South- 
ern Pacific  Compan3%  this  was  efl'ective  on  October  5,  1904,  and  "was 
quoted  to  the  Lamoine  Jjumber  and  Trading  Company,  and  made  to 
meet  competition  of  wood  as  fuel  cut  in  the  mountains  near  Lamoine. 
This  rate  to  be  a})plied  to  Lamoine  on  all  shipments,  no  matter  by 
whom  shipped.'' 

This  secret  rate,  like  that  to  Keswick,  while  ostensibly  applicable  to 
all  oil  shipped  to  the  consignee,  was  not  known  to  shippers  generally. 
The  Standard  Oil  Company  admits  that  it  was  aware  of  this  special 
rate  to  Lamoine,  but  stjites  tliat  it  made  no  shipments  to  that  point. 

Secret  rate  to  Floriston.  — The  tariff  rate  on  crude  oil  from 
Bakersfield  to  Floriston  in  liH)4:  was  2  cents  per  gallon,  this  being 
quoted  in  the  Southern  Pacific's  '*  Y''  tariff  as  effective  December  26, 
1901.  The  special  rate  of  1^  cents  per  gallon,  noted  in  the  table 
(page  404),  was,  according  to  the  Southern  Pacific  Company,  made 
efl'ective  on  December  31,  1901,  and  was  '^quoted  to  the  Floriston 
Pulp  and  Paper  Company,  and  was  made  to  meet  the  competition  of 
the  wood  cut  in  the  mountains,  this  rate  to  be  applied  to  Floriston  on 
all  shipments,  no  matter  by  whom  shipped. '' 

The  benefit  of  this  rate  accrued  to  the  Floriston  Pulp  and  Paper 
Company.  Shipments  of  oil  to  that  concern  from  Bakersfield  were 
billed  with  the  freight  charg(»s  'Sollect/'  The  claim  records  of  the 
Southern  Pacific  indicated  that  the  rebate  to  this  company  amounted 
to  about  ^0,000  per  year. 
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Secret  rate  to  Boca.— Boca  is  in  the  vicinity  of  Floriston.  The 
tariff  rate  of  the  Southern  Pacific  Company  on  crude  oil  from  Bakers- 
field  to  Boca  in  1904  was  2  cents  per  gallon.  A  special  rate  of  li 
cents  per  gallon  was  put  into  effect  by  the  Southern  Pacific  Company 
on  May  17, 1904,  ''to  meet  the  competition  of  wood  cut  in  the  vicinity 
of  Boca,  same  as  at  Floriston."  The  Associated  Oil  Company  received 
the  benefit  of  this  special  rate.  This  was  shown  by  the  records  of  the 
Southern  Pacific  Company,  although  the  claim  register  of  the  Asso- 
ciated Oil  Company  contained  no  reference  to  it.  Claims  of  the  Asso- 
ciated Oil  Company  filed  in  order  to  obtain  the  benefit  of  this  secret 
rate  had  no  number.  It  therefore  appears  that  the  claim  record  of 
the  Associated  Oil  Company,  as  submitted  to  agents  of  the  Bureau,  is 
not  complete.  OflScers  of  the  Associated  Oil  Company  contended  that 
they  knew  of  no  reason  why  claims  for  this  Boca  rate  should  not  have 
been  included  in  the  register,  and  they  stated  that  the  only  claims  of 
the  Associated  Oil  Company  not  recorded  in  its  register  were  those  on 
shipments  from  Bakersfield  to  Boca  and  from  Bakersfieid  to  Spreckels. 
The  claims  filed  on  shipments  to  the  latter  point  are  discussed  elsewhere. 

Secret  Rate  tV)  Chico. — The  tariff  rate  on  crude  oil  from  Bakers- 
field  to  Chico  in  1904  was  li  cents  per  gallon,  this  being  quoted  in  the 
Southern  Pacific  Company's  '^Y"  tariff  as  effective  May  7,  1902. 
Against  this  tariff  rate  the  Southern  Pacific  Company  issued  a  special 
rate  of  1.2  cents  per  gallon,  effective  July  28,  1904,  to  the  Chico  Gas 
and  Power  Company  and  the  Diamond  Match  Company  "as  against 
the  low  price  of  wood  cut  in  that  vicinity."  Chico  is  in  the  northern 
part  of  the  State,  not  far  from  Sacramento. 

The  consignee  obtained  the  rebate  under  this  secret  rate. 

Secret  rate  to  Oxnard. — According  to  the  ''Y"  tariff  of  the 
Southern  Pacific  Company,  a  rate  of  1.26  cents  a  gallon  on  crude  oil, 
Bakersfield  to  Oxnard,  went  into  effect  on  October  25,  1902.  Oxnard 
is  near  the  coast  not  far  north  of  Los  Angeles.  On  February  1, 1903, 
the  Southern  Pacific  Company  put  into  effect  a  special  rate  of  9  mills 
per  gallon.  According  to  a  representative  of  the  company,  "this  rate 
was  given  to  the  American  Beet  Sugar  Company  to  offset  the  ability 
of  that  concern  to  secure  oil  from  Ventura  division  points  by  water  to 
Hueneme  and  thence  by  tank  wagon  to  factory.  This  rate  to  be 
applied  to  Oxnard  on  all  shipments,  no  matter  by  whom  shipped." 
The  American  Beet  Sugar  Company  had  the  benefit  of  this  rate.  Ship- 
ments were  heavy,  and  the  rebate  paid  to  the  American  Beet  Sugiir 
Company  during  ten  months  of  1904  amounted  to  $15,275. 

The  statement  that  the  special  rate  was  ''to  be  applied  on  all  ship- 
ments," it  should  again  be  noted,  does  not  mean  that  it  was  open  to 
all  shippers.  On  the  contrary,  it  was  apparently  enjoyed  only  by  the 
consignee.  The  American  Beet  Sugar  Company  has  bought  oil  of 
various  producers  at  different  times.    The  Associated  Oil  Company 
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in  February,  1903,  made  a  contract  to  deliver  oil  to  the  American  Beet 
Sugar  Company,  but  there  is  nothing  to  indicate  that  it  shared  in  the 
benefit  of  this  secret  rate,  as  its  contract  price  was  made  f .  o.  b.  cars 
in  the  Kern  River  field. 

It  is  certain  that  miscellaneous  shippers  in  the  Kern  River  field  were 
not  advised  of  this  special  rate.  The  rate  memoranda  of  several  inde- 
pendent producers  in  the  Kern  River  field  all  showed  1.26  cents  per 
gallon  as  the  mte  from  Bakersfield  to  Oxnard,  and  diligent  inquiry 
among  such  producei*s  failed  to  disclose  a  knowledge  on  the  part  of 
any  of  these  of  a  lower  rate.  In  fact,  one  producer  asked  for  a  quo- 
tation on  crude  oil  from  Bakersfield  to  Oxnard  while  agents  of  the 
Bureau  were  in  Bakersfield,  and  was  given  a  quotation  of  1.26  cents, 
the  full  tariff  rate. 

A  representative  of  the  American  Beet  Sugar  Company  said  that 
that  concern  had  never  considered  the  advisability  of  transporting  oil 
by  tank  wagon  from  Hueneme,  but  said  that  it  was  now  negotiating 
for  the  construction  of  a  pipe  line  from  Hueneme  to  obtain  oil  after 
the  present  contract  expires,  October,  1907. 

While  the  benefit  of  this  special  rate  went  to  the  consignee,  one 
effect  of  it  was  to  divert  business  from  independent  oil  producers  in 
southern  fields,  who  had  formerly  sold  to  the  American  Beet  Sugar 
Company,  and  who,  under  an  equitable  and  open  arrangement  of 
rates,  would  naturally  have  held  the  business. 

Secret  rate  to  Betteravia. — The  tariff  rate  on  crude  oil  from 
Bakersfield  to  Betteravia  in  1904  was  2  cents  per  gallon,  this  being 
quoted  in  the  Southern  Pacific  Company's  ''Y  "  tariff  aseflfectivcelune  19, 
1902.  The  Southern  Pacific  Company,  however,  put  into  effect  on 
April  11,  1903,  a  special  rate  of  1.2  cents  per  gallon.  According  to 
the  company  this  rate  was  ''quoted  to  the  Union  Sugar  Company  to 
meet  competition  of  oil  wells  adjacent  to  Betteravia  which  intended 
to  pipe  to  that  point  and  now  have  the  pipe  lines  constructed.  This 
rate  to  be  applied  to  Betteravia  on  all  shipments,  no  matter  by  whom 
shipped." 

The  Union  Sugar  Company  obtained  the  benefit  of  this  rate,  and  the 
rebate  paid  to  that  compan}'  amounted  to  about  $3,4^0  in  eleven 
months  of  1904. 

Secret  rate  to  Stmieckels. — Spreckcls  is  about  125  miles  south  of 
San  Francisco  and  not  far  from  the  Bay  of  Santa  Cruz.  The  tariff  rate 
on  crude  oil  from  Bakersfield  to  Spreckcls  in  1904:  was  1.2  cents  per 
gallon  or  50.4  cents  per  barrel.  In  Januan,  1904,  the  Southern  Pacific 
Company  put  into  effect  a  special  rate  of  1  cent  per  gallon,  or  42  cents 
per  barrel.  This  rate,  according  to  the  Southern  Pacific  Company, 
"was  quoted  Spreckcls  Sugar  Company  as  against  a  mte  that  could  be 
secured  via  Moss  Landing.  The  rate  applies  on  all  shipments.''  As 
a  matter  of  fact,  the  Associated  Oil  Company  used  this  secret  rate,  and 
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its  existence  was  discovered  onl}^  after  careful  investigation.  The 
ciaini  records  of  the  Associated  Oil  Company  contained  no  reference 
to  rebates  on  shipments  to  Spreckels,  but  in  the  files  of  receipted 
freight  bills  it  was  found  that  instead  of  the  original  bills  for  ship- 
ments to  Spreckels  there  were  only  copies.  This  suggested  that  the 
originals  had  been  withdrawn  for  the  purpose  of  securing  a  rebate, 
and  an  investigation  of  the  records  of  the  Southern  Pacific  Company 
proved  that  this  surmise  was  correct,  and  that  adjustment  had  been 
made  to  the  basis  of  1  cent  per  gallon.  The  rebate  therefore  was 
equivalent  to  8.4  cents  per  barrel.  Shipments  of  the  Associated  Oil 
Company  to  Spreckels  were  heavy.  In  February,  1905,  they  averaged 
about  three  cars  a  day.  These  were  large  cars  of  about  225  barrels 
capacity.  On  this  basis  the  rebate  per  car  would  amount  to  about  $19, 
which  would  be  equivalent  to  approximately  $1,700  per  month  in  the 
active  sugar  season. 

Secret  rate  to  Salton.  — Salton  is  in  the  southeastern  part  of  the 
State.  The  tariff  rate  on  crude  oil  from  Bakersfield  to  Salton  for 
some  time  prior  to  1906  was  $7  per  ton.  On  October  1,  1902,  the 
Southern  Pacific  Company  put  into  effect  a  secret  rate  of  $5  per 
ton.  According  to  the  company  this  rate,  as  well  as  a  special  rate 
from  Los  Angeles  to  Salton,  "was  quoted  to  the  New  Liverpool  Salt 
Company  to  assist  them  in  the  manufacture  of  salt,  out  of  which  rev- 
enue would  be  secured  by  the  Southern  Pacific;  these  rates  to  be 
applied  from  Bakersfield  and  Los  Angeles  to  Salton  on  all  shipments, 
no  matter  by  whom  shipped."  This  rate,  while  ostensibly  quoted 
only  to  the  consignee,  was  also  used  by  the  Standard  Oil  Company. 
This  was  shown  by  an  examination  of  the  claim  records  of  that  com- 
pany. AVhen  the  Union  Oil  Company,  however,  asked  the  local  agent 
of  the  Southern  Pacific  Company  for  mtes  to  Salton  it  was  quoted  the 
full  tariff  rates.  This  was  shown  by  a  memorandum  found  in  the  files 
of  the  Union  Oil  Company  and  dated  October  10,  1902,  or  ten  days 
after  the  secret  mtes  were  authorized.  The  discrimination  in  this  case 
is  further  brought  out  in  a  discussion  of  the  rate  from  Los  Angeles  to 
Salton  (p.  419). 

The  Standard  Oil  Company  claimed  that  its  shipments  to  Salton  on 
which  the  refund  was  obtained  were  small.  This  was  borne  out  by 
the  claim  records  for  the  period  covered  by  the  examination. 

From  the  above  it  appears  that  although  the  rate  was  ostensibly 
quoted  to  the  consignee,  it  was  given  to  the  shipper  when  the  shipper 
was  the  Standard  Oil  Company,  but  refused  the  shipper  when  the 
shipper  was  the  Union  Oil  Company. 

Section  10.  Eates  from  Eichmond. 

Secret  rate  to  Keswick. — Aside  from  the  special  rate  of  1.4  cents 
per  gallon  from  Bakersfield  to  Keswick,  the  Standard  Oil  interests 
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were  given  a  secret  rate  of  46  cents  per  barrel  from  Richmond  to 
Keswick.  This  arrangement  allowed  the  Standard  Oil  Company  to 
use  its  pipe  line  from  the  fields  into  Richmond  (near  San  Francisco), 
where  its  refinery  and  receiving  tanks  are  located,  and  then  to  take 
advantage  of  this  low  rate  from  that  point,  and  also  to  dispose  of  the 
residuum  of  its  refinery.  The  method  employed  by  the  Southern 
Pacific  Company  in  arriving  at  this  46-ccnt  rate  was  extremely  irregu- 
lar. The  tariff  rate  from  Richmond  to  Keswick  was  2  cents  per  gallon. 
This  2-cent  rate  would  be  equivalent  to  84  cents  per  barrel.  The 
Southern  Pacific  Company  made  up  the  special  rate  of  46  cents  per 
barrel  by  use  of  the  following  peculiar  combination,  which  is  illustrated 
by  the  accompanying  map. 


Rate  f  rom- 


Per 
gallon. 


Per 

barrel. 


Bakerafield  to  Keswick  (a  secret  rate) 

Bakersfield  to  Marysvillc : 

A  difference  of 

Richmond  to  Marynville 

Making  through  rate,  Richmond  to  Keswick . 


CenU. 
1.4 


Oada. 

58.8 
87. 8 


.5 
.595 


21 
25 


1.095 


By  this  means  it  will  be  seen  that  the  Pacific  Coast  Oil  Company 
obtained  a  rate  only  a  little  more  than  half  the  published  tariff  charge. 
The  Southern  Pacific  in  this  case  allowed  the  Pacific  Coast  Oil  Com- 
pany the  benefit  of  what  is  pnictically  a  proportion  of  a  through  rate 
for  the  distance  from  Marvsville  to  Keswick,  and  combined  this  pro- 
portion with  the  local  rate  from  Richmond  to  Marj'^sville.  It  should 
be  noticed  that  in  this  combination  the  Southern  Pacific  used  the  spe- 
cial rate  of  1.4  cents  from  Bakerstield  to  Keswick  instead  of  the  tariff 
rate  of  2  cents  per  gallon. 

The  discrimination  in  this  rate  is  clearly  brought  out  by  the  fact 
that  the  tariff  nite  from  Oleum  (near  Richmond),  whei*e  the  plant  of 
the  Union  Oil  Company  is  located,  is  2  cents  per  gallon.  In  other 
words,  the  rate  to  Keswick  (juoted  the  various  refining  companies 
around  San  Francisco  Bay,  other  than  the  Pacific  Coast  Oil  Com- 
pany and  the  Standard  Oil  Company,  was  2  cents  per  gallon.  The 
Standard  companies  are  the  only  shippers  of  oil  from  Richmond.  No 
evidence  was  found  that  any  independent  shipper  at  any  point  had 
been  allowed  a  special  rate  to  Kc^swick. 

The  volume  of  l)usiness  moved  under  this  Richmond-Keswick  rate 
was  heavy.  On  three  claims  alone  of  the  Pacific  Coast  Oil  Company 
$2,177.48  was  refunded,  this  amount  covering  39  cars,  as  follows: 
CWnn  A-24r4,  15  cars,  $.S3:3.88;  claim  A-245,  U  cars,  $788.35;  claim 
A-2r>4r,  10  cars,  J?5r)5.7r);  total,  31)  cars,  $2,177.48.  The  average  rebate 
per  car  was  therefore  about  $50. 


MAP  ILLUSTRATING  COMBINATION  OF  OIL  RATES  FROM  RICHMOND  VIA 
MARYSVILLE.  CAL. 
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Secret  rates  to  Redding  and  Red  Bluff. — As  previously  noted, 
the  Standard  Oil  Company  placed  a  contract  with  the  Northern  Cali- 
fornia Power  Compan}'  to  deliver  fuel  oil  to  the  plants  of  that  concern 
at  Redding  and  Red  Bluff,  in  the  northern  part  of  California,  and  sup- 
plied most  of  this  oil  from  Richmond.  On  such  shipments  the  Stand- 
ard also  obtained  a  net  rate  of  1.095  cents  per  gallon,  or  46  cents 
per  barrel.  The  arrangement  was,  therefore,  the  same  as  in  the  case 
of  shipments  to  Keswick,  just  described,  with  the  exception  that  the 
Southern  Pacific  in  1904  quoted  a  rate  in  its  "  Y"  tariff  from  Rich- 
mond to  Redding  of  1.695  cents  per  gallon,  or  about  71  cents  per  bar- 
rel, and  a  rate  to  Red  Bluff  of  1.428  cents  per  gallon,  or  60  cents  per 
barrel.  It  will  be  seen,  therefore,  that  the  deviation  from  the  tariff 
rate  in  these  cases  was  less  than  in  the  case  of  the  secret  rate  to 
Keswick. 

Secret  rate  to  Middle  Creek. — Middle  Creek  is  in  the  imme- 
diate vicinlt}'  of  Keswick  and  takes  the  same  tariff  rate  as  Keswick, 
both  from  Richmond  and  from  Bakersfield.  A  secret  rate  of  46  cents 
per  barrel  was  given  the  Standard  Oil  C/ompany  on  shipments  to  Middle 
Creek.  The  arrangement  being  exactly  the  same  as  in  the  case  of  the 
Keswick  rate,  no  further  discussion  is  needed. 

Secret  rates  to  Durham,  Chico,  and  Barnards. — Claim  records 
of  the  Pacific  Coast  Oil  Company  showed  that  similar  concessions  from 
the  tariff  rate  had  been  made  on  shipments  of  fuel  oil  from  Richmond 
to  Durham,  Middle  Creek,  Chico,  and  Barnards,  in  the  manner 
described  below: 

(1)  RICHMOND  TO  DURHAM. 


Rate  from— 


Bakersfield  to  Durham 

Bakersfield  to  Marysville 

Difference 

Richmond  to  Marysville 

Making  the  rate,  Richmond  to  Durham. 


Per 
gallon. 


Per 
barrel. 


Omts. 

1.5 

.9 


OnUs. 
63 
37.8 


.6 
.595  ) 


25.2 
25 


1.195  i 


The  actual  rate,  after  the  rebate,  was  50.2  cents  per  barrel. 

The  Southern  Pacific  Company's  tariff  did  not  quote  a  rate  from 
Richmond  to  Durham  specificall}^  but  as  Durham  is  intermediate  with 
Redding  it  should  have  taken  the  tariff  rate  to  that  point  of  1.695  cents 
per  gallon,  or  about  71  cents  pe    barrel. 


(2)  RICHMOND  TO  CHICO. 

The  "  Y"  tariff  of  the  Southern  Pacific  Company  in  1904  quoted  a 
rate  on  crude  oil  of  1.07  cents  per  gallon,  or  nearly  45  cents  per  bar- 
rel, from  Richmond  to  Chico.     Instead  of  using  this  tariff  rate  the 
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Southern  Pacific  Company  has,  by  a  rebate  under  a  claim,  *' protected'' 
for  the  Pacific  Coast  (Standard)  Oil  Company  a  rate  of  0.895  cent  per 
gallon,  arrived  at  in  the  following  manner: 


Rate  from— 


Bakersllcld  to  Chico 

Bakersfield  to  Marysvllle 

Difference 

Richmond  to  Marysville 

Thu8  making  the  rate,  Richmond  to  Chico. 


Per 
gallon. 


Centg. 

1.2 

.9 


Per 

barrel. 


50.4 
S7.8 


.3 
.595 


12.6 
25 


.895 


37.6 


It  will  thus  be  seen  that  a  concession  of  0. 175  cent  per  gallon,  or  7.35 
cents  per  barrel,  was  effected  from  the  tariff  rate  of  1.07  cents  per 
gallon  from  Richmond  to  Chico.  This  tariff  rate,  it  may  be  observed, 
was  already  a  low  rate  as  compareyd  with  those  to  other  points  in  the 
immediate  vicinity.  It  should  be  noted  further  that  the  concession  to 
0.895  cent  per  gallon  was  accomplished  by  using  the  special  rate  of  1.2 
cents  from  Bakerstield  to  Chico  in  the  above  combination  instead  of 
the  tariff  rate  of  1.5  cents. 

The  tariff  rate  on  crude  oil  from  Richmond  to  Barnards  in  1904  was 
2.5  cents  per  gallon.  The  Standard  Oil  Company  obtained  a  secret 
rate  of  2.195  cents  per  gallon  in  the  following  manner: 

(3)  RICHMOND  TO  BARNARDS. 


Riite  from- 


Bakersfleld  to  Baniards 

Bakorsfield  to  Marysville 

Difference 

Richmond  to  Marj'.svillc 

Making  the  through  rate,  Richmond  to  Barnards  . 


Secret  hate  t0  Lyotii. — The  open  rate  on  crude  oil  from  Rich- 
mond to  L3'oth  in  11^04  was  28  cents  per  barrel.  The  Southern  Pacific 
Company,  however,  allowed  the  Stjuidard  Oil  Company  a  special  rate 
of  15  cents  per  barrel,  under  an  agreement  between  Mr.  S.  H.  AlcClin- 
tock  and  Mr.  (t.  \V.  Luce,  which,  according  to  claim  records,  was  made 
on  July  2,  1904.  Shipments  at  this  special  rate  were  fairly  heavy. 
Claim  A-373,  of  the  Pacific  Coast  Oil  Company,  was  for  a  refund  of 
$222.27  under  this  nito,  and  claim  374  for  a  refund  of  $197.22.  In 
December,  1901,  shipments  from  Richmond  to  Lyoth  averaged  about 
1  car  per  day,  on  which  the  rebate  was  about  §28.50  per  car. 

Rate  to  Oiudley. — The  taritt  rate  on  fuel  oil  from  Richmond  to 
Gridley  in  1904  was  1.195  cents  per  gallon;  but  the  rate  from  Rich- 
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mond  to  Marysvillc  of  0.595  cent  per  gallon,  plus  the  fifth-class  rate 
from  Marysvillc  to  Gridley  of  $1.40  per  ton,  or  0.5425  cent  per  gal- 
lon, gives  a  through  rate  of  1.1375  cents  per  gallon,  and  a  claim  of  the 
Pacific  Coast  Oil  Company  was  settled  on  this  basis.  The  principal 
objection  to  be  advanced  against  this  practice  is  that  the  lowest  rate 
should  be  published  in  a  form  readily  intelligible  to  shippers.  In  this 
connection  it  ma}^  be** noted  that  the  Southern  Pacific  Company  in  Janu- 
ary, 11)06,  published  a  rate  of  1.188  cents  per  gallon  (which  is  practically 
the  above  combination)  in  its  ^'  Y"  tariff. 

This  adjustment  is  entirely  different  from  those  employed  in  settling 
claims  on  shipments  from  Richmond  to  Keswick,  Durham,  Chico,  and 
Barnards,  just  described,  sice  in  those  cases  the  rate  from  Marysvillc 
to  destination  was  not  obtained  from  tariff,  but  from  an  improper 
manipulation  of  a  through  rate,  by  which  a  rate  much  less  than  the 
local  from  Marysvillc  to  destination  was  obtained,  and  in  several 
instances  a  secret  rate  was  used  as  the  basis  of  such  combinations. 

Secret  rate  to  Marysville  ox  refined  oil. — The  tariff  rate  on 
refined  oil  from  Richmond  to  Mar3^sville  in  1904:  was  21  cents  per 
hundred  pounds.  The  tariff  rate  from  San  Francisco  to  Marysville  was 
17i  cents.  The  claim  records  of  the  Southern  Pacific  show  that  on 
various  shipments  by  the  Standard  Oil  Company  the  17i-cent  rate  had 
been  made  to  apply  from  Richmond,  thus  placing  it  on  the  same  basis 
as  San  Francisco. 

According  to  the  Southern  Pacific  this  rate  was  ''protected"  pend- 
ing publication  of  a  tariff,  Richmond  being  a  new  point.  In  reply  to 
this  it  may  be  noted  that  the  refinery  at  Richmond  had  been  operated 
for  a  considerable  period.  In  view  of  the  ver}-  general  complaint  of 
independent  refiners  on  San  Francisco  Bay  that  they  are  not  given  San 
Francisco  rates,  this  concession  to  the  Standard  Oil  Company  was 
undoubtedly  an  unfair  discrimination.  In  May,  1905,  this  rate  of  17i 
cents  was  entered  in  the  Southern  Pacific  Company's  '' Y"  tariff. 

Secret  rate  to  Sax  Jose  on  refined  oil. — ^The  Southern 
Pacific  Compan^^-s  claim  records  show  that  it  had  allowed  a  special 
rate  of  G  cents  per  hundredweight,  or  ^1.20  per  ton,  on  refined  oil 
from  Richmond  to  San  Jose,  whereas  the  tariff  rate  in  1904  was  $1.50 
per  ton.  The  Southern  Pacific's  explanation  of  this  (*oncession  was  as 
follows: 

Thi.'?  rate  was  protected  pending  tiie  publication  of  the  tariff.  It  was  put  in  at  the 
time  tliat  Richmond  was  jriven  new  rates,  in  order  to  meet  conditions  in  and  about 
San  Francisco  Bay  and  adjacent  waters.  Richmond  >\as  placed  on  as  favorable  a 
footing  as  San  Francisco  in  regard  to  points  in  comi)etition  with  water. 

The  discrimination  in  this  case  is  clearly  brought  out  by  compari- 
son with  rates  charged  other  refining  conipanies  on  San  Francisco 
Bay.     Thus  the  rate  from  Stockyards,    where  the  Capitol  Refining 
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Company  is  located,  to  San  Jose,  was,  until  recently,  10  cents  per 
hundred  pounds,  or  $2  per  ton,  although  the  distance  is  only  46 
miles  as  against  55  miles  from  Richmond.  The  rate  charged  from 
Stockyards  to  San  Francisco  was  4  cents  per  hundred  pounds  and  from 
San  Francisco  to  San  Jose  6  cents.  In  shipping  to  San  Jose  the  oil 
moved  direct  from  Stockyards  without  going  to  San  Francisco,  and 
the  Capitol  Refining  Company  urged  that  they  should  have  a  lower 
rate  to  San  Jose  for  this  reason;  but  for  a  long  time  the  Southern 
Pacific  Company  declined  to  make  any  concession  from  the  10-cent 
rate.  They  finally  did  so,  but  this  was  only  after  the  Capitol  Refining 
Company  had  threatened  to  get  its  oil  into  San  Jose  by  water.  (See 
p.  456.) 

The  Standard  Oil  Company  therefore  not  only  had  an  advantage  in 
the  open  rate  over  competitors  in  the  inmiediate  vicinity  of  Richmond, 
but  obtained  further  advantage  by  means  of  rebate. 

In  May,  1905,  or  after  the  investigation  of  the  Bureau  was  com- 
menced, the  Southern  Pacific  Company  quoted  a  rate  of  6  cents  per 
hundred  to  San  Jose  from  both  Richmond  and  Stockyards  in  its  '*Y" 
tariff. 

Section  11.  Bates  from  Coalinga. 

Secret  rates  to  Kjeswick  and  other  points. — ^The  secret  rates 
of  the  Southern  Pacific  Company  on  crude  oil  from  Bakersfield  to 
Keswick,  and  to  several  other  northern  California  points  already 
discussed,  were  also  made  applicable  on  shipments  by  the  same  ship- 
pers and  to  the  same  consignees  from  the  Coalinga  field.  As  the  tariff 
rates  were  the  same  as  from  Bakersfield,  no  further  discussion  of  these 
rates  is  needed. 

Secret  rate  to  Visalia. — The  tariff  rate  on  crude  oil  tvom  Coal- 
inga to  Visalia  in  the  early  part  of  1905  was  9  mills  per  gallon,  Visalia 
being  intermediate  with  Poi'terville.  In  the  spring  of  1905  the  Consol- 
idated Heat,  Light,  and  Power  Company  of  Visalia  entered  into  a  con- 
tract with  the  Union  Oil  Company  for  oil  delivered  f .  o.  b.  cars  Coalinga. 
Before  executing  this  contract  the  power  company  requested  a  reduc- 
tion in  the  mte  from  Coalinga  to  Visalia,  and  succeeded  in  obtaining  a 
rate  of  G  mills.  Visalia  is  07  miles  from  Coalinga,  and  the  6-mill  rate, 
as  compared  with  the  9-mill  nite  into  San  Francisco,  would  appear 
reasonable  if  the  Southern  Pacific  C/Oinpany  only  treated  all  shippers 
alike.  But  the  Southern  Pacific  Company  has  made  a  blanket  rate  of 
9  mills  per  gallon  to  nearly  all  points  between  Bakersfield  and  San 
Francisco,  regardless  of  distance;  and  this  shading  of  the  i*ate  from 
Coalinga  to  Visalia,  contrasting  thus  with  the  established  policy  of  the 
road,  can  be  considered  as  nothing  less  than  a  discrimination.  This 
discrimination  is  further  emphasized  by  the  fact  that  about  the  time 
this  6-mill  rate  was  granted  to  the  Consolidated  Heat,  Light  and  Power 
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Company,  the  West  Shore  Oil  Campany,  in  the  Kern  River  field, 
at»ked  for  a  rate  from  Bakerstield  to  Visalia  and  was  quoted  9  mills  per 
gallon.     Visalia  is  about  equidistant  from  Bakersfield  and  Coalinga. 

Secret  rate  to  Reedley. — Claim  records  of  the  Southern  Pacific 
Company  showed  that  on  a  shipment  of  crude  oil  by  the  Pacific  Coast 
Oil  Company  from  Om  (Coalinga)  to  Reedley,  a  rate  of  1.39  cents  was 
originally  charged,  the  billing  agent  of  the  Southern  Pacific  evidently 
adding  to  the  i*ate  from  Ora  to  Fresno,  of  7i  mills  per  gallon,  a  local 
rateirom  Fresno  to  Reedley.  The  Southern  Pacific  Company  allowed 
a  reduction  to  9  mills  per  gallon.  Its  explanation  of  this  concession 
was  substantially  as  follows: 

If  Reedley  were  furnished  with  oil  from  Bakersfield  it  would  take  the  9-inill  rate, 
and  there  is  no  reason  why  Ora  should  be  discriminated  against  in  favor  of  Bakers- 
field. 

The  position  taken  by  the  Southern  Pacific  in  this  instance  appears 
to  be  a  fair  one  on  general  principles,  Reedley  being  about  equidistant 
from  Ora  and  from  Bakersfield.  Ordinarily  shipments  would  not  be 
made  from  Coalinga  to  a  local  destination  so  near  Bakersfield,  and 
this  may  explain  the  absence  of  a  tariff  rate  to  that  point.  The  objec- 
tion to  the  application  of  a  9-mill  rate  to  Reedley,  other  than  the  fact 
that  it  was  of  a  secret  character,  is  that  open  rate  adjustments  were 
not  made  in  similar  cases  for  independent  shippers. 

Secret  rate  to  Lacjac. — A  9-mill  rate  was  allowed  the  Pacific 
Coast  Oil  Company  on  a  sjhipment  from  Ora  to  Lacjac  under  the 
same  conditions  as  those  just  noted  in  the  case  of  the  shipment  from 
Ora  to  Reedley. 

Section  12.  Secret  rate  from  Los  Angeles  to  Salton. 

Mention  has  already  been  made  of  the  fact  that  the  Southern  Pacific 
Company,  on  October  i,  1902,  put  into  effect  from  Bakersfield  to 
Salton  a  special  rate  of  ^5  per  ton  on  crude  oil,  whereas  the  tariff  rate 
was  $7  per  ton.  At  the  same  time  a  speciaFrate  of  $3  per  ton  was  put 
in  from  Los  Angeles,  this  rate,  as  in  the  case  of  that  from  Bakersfield, 
being  intended,  according  to  the  Soutliern  Pacific  Company,  for  the 
New  Liverpool  Salt  Company.  From  this  it  would  appear  that  the 
rate  was  quoted  to  the  consignee  and  not  to  the  shipper.  That  the 
rate  was  refused  to  at  least  one  shipper  is  indicated  by  a  statement 
obtained  by  the  agents  of  the  Bureau  from  an  officer  of  the  Union  Oil 
Company  of  California,  who  said  in  substance: 

About  two  years  ago  a  representative  of  the  New  Liverpool  Salt  Company  at  Salton 
told  me  that  that  company  had  a  rate  of  50  c-enta  a  barrel  ($3  per  ton)  on  crude  oil 
from  Lo8  Angeles.  Both  before  and  after  this  conversation  I  asked  the  Southern 
Pacific  agent  at  Los  Angeles  (who  is  no  longer  connected  with  the  railroad)  for  a 
rate,  and  he  gave  me  the  quotation  of  $5  per  ton.  I  told  him  that  I  had  heard  of  a 
much  lower  rate,  but  he  denied  any  knowledge  of  such  a  rate. 
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As  further  evidence  that  the  special  rate  was  not  uniformly  applied 
it  may  be  noted  that  a  rate  memorandum  of  the  Southern  Pacific 
Company  was  found  in  the  files  of  the  Union  Oil  Company,  which 
quoted  a  rate  of  $5  per  ton  from  Los  Angeles  to  Salton  as  late  as 
October  10,  1902. 

Section  13.  Rates  from  Chino. 

Chino-Los  Angeles  rate. — The  Southern  Pacific  Company  at  pres- 
ent has  a  rate  of  $1.40  per  ton,  or  7  cents  per  hundred  pounds,  on 
"petroleum,  lubricating,  refined,  and  naphtha,"  from  Chino  to  Los 
Angeles,  this  being  quoted  in  its  '*Y"  tariff  as  having  been  made 
effective  on  November  13,  1899.  The  history  of  this  rate  appears  to 
have  been  as  follows: 

A  rate  of  $1.40  per  ton  was  quoted  in  the  Southern  Pacific  Com- 
pany's ^' Y"  tariff  as  effective  January  1, 1897,  on  "oil  distillate"  from 
Chino  to  Los  Angeles.  By  oil  distillate  was  meant  the  cheaper  prod- 
ucts of  refining,  and,  according  to  the  Puente  Oil  Company,  which  has  a 
refinery  at  Chino  and  which  shipped  at  this  rate;  the  rate  did  not  apply  to 
refined  oil  or  to  gasoline  up  to  the  time  that  the  Puente  Oil  Company 
made  a  contitict,  effective  April  1,  1898,  to  sell  its  output  of  refined 
oil  and  gasoline  to  the  Standard  Oil  Company;  this  was  confirmed 
by  an  examination  of  the  Puente  Oil  Company's  freight  bills,  which 
showed  that  in  the  earl}'  part  of  1898  the  company  was  still  paying  14 
cents  per  hundred  pounds  on  refined  oil  and  gasoline.  When  the  com- 
pany in  1904  terminated  its  contract  with  the  Standard  Oil  Cx)mpaiiy 
and  began  shipping  on  its  own  account,  it  found  that  tlie  mte  of  7 
cents  per  hundred  pounds  had  been  extended  so  as  to  include  refined 
oil  and  gasoline  as  well  as  distillate. 

The  exact  date  of  this  extension  of  the  rate  could  not  be  determined, 
but  it  seems  probable  that  this  was  shortly  after  the  Standard  Oil 
Company  began  to  buy  the  refined  oil  and  gasoline  product  of  the 
Puente  Oil  Company  on  April  1,  1898.  A  representative  of  the  South- 
ern Pacific  Conipanv  states  that  the  reduction  '^took  place  in  1898  or 
1899.  The  rate  was  carried  for  quite  a  little  while  not  published,  for 
the  reason  that  it  was  made  against  teams.-'  By  November  13,  1899, 
as  already  shown,  the  rate  was  quoted  in  the  Southern  Pacific  Com- 
pany's ^'Y''  tariff.  It  thus  appears  that  shortly  after  the  Standard 
Oil  C'Ompan}-  contracted  to  purchase  the  refined  oil  and  gasoline  of  the 
Puente  Oil  Company  it  obtained  a  relatively  low  rate  which,  while 
the  Puente  Oil  Company  itself  was  disposing  of  its  output,  was  allowed 
only  on  some  of  the  cheaper  products  of  its  refinery. 

Secret  rate  to  Declez. — A  secret  mte  of  15  cents  per  barrel  on 
crude  oil  from  C^hino  to  Declez  was  made  by  the  Southern  Pacific 
Company;  the  tariff  rate  was  G  cents  per  hundred.  This  special  rate 
was,  according  to  the  Southern  Pacific,  quoted  to  the  California  Con- 
struction Company,  in  competition  with  team  delivery  from  Chino. 
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The  California  Construction  Company  obtains  a  large  portion,  if 
not  all,  of  its  supply  of  fuel  oil  from  the  Puente  Oil  Company  at 
Chi  no.  An  oflBcer  of  the  Puente  Oil  Company,  when  questioned  in 
regard  to  the  rate  on  crude  oil  from  Chino  to  Deelez,  said  that  he 
knew  nothing  about  it,  since  the  consignee  paid  the  freight.  The  tariff 
rate  of  6  cents  per  hundred  is  equivalent  to  about  19^^  cents  a  barrel. 
The  refund,  therefore,  amounted  to  about  4^  cents  per  barrel.  A  con- 
siderable volume  of  business  was  done  at  the  special  rate.  The  Cali- 
fornia Construction  Company  would  probably  have  obtained  its  oil 
from  the  same  source  in  any  case,  using  team  delivery  if  necessary,  as 
the  distance  from  Chino  to  Deelez  is  only  about  15  miles.  The  fact 
that  the  California  Construction  Company  is  a  rather  large  shipper  of 
other  freight  over  the  Southern  Pacific's  lines  may  have  been  a  con- 
sideration in' allowing  this  special  rate  on  oil. 

Section  14.  Secret  rates  from  Fresno  to  Tulare,  Hanford,  and  Visalia. 

Fresno  to  Tulare. — The  unusual  and  highly  improper  practice, 
already  illustrated  in  the  case  of  shipments  from  Kichmond  to  Keswick, 
of  using  a  portion  of  a  through  rate  instead  of  a  local  I'ate  was  also 
employed  by  the  Southern  Pacific  Company  on  shipments  of  refined 
oil  and  gasoline  by  the  Standard  Oil  Company  from  Fresno  to  Tulare, 
Hanf ord,  and  Visalia.  The  relative  positions  of  these  places  are  shown 
on  the  map  facing  page  404.  The  distance  from  Stockton  to  Fresno  is 
122  mile^,  and  from  Stockton  to  Tulare  166  miles.  The  tariff  rate  on 
refined  oil  from  Stoc^kton  to  Tulare  is  $8.50  per  ton,  and  from  Stock- 
ton to  Fresno  $6.60  per  ton.  The  fifth -class  tariff  rate  from  Fresno  to 
Tulare  in  1904  was  $3.05  per  ton,  and  shipments  were  billed  at  that 
rate,  although  the  Southern  Pacific's  '' Y"  tariff  quoted  a  rate  of  $2 
on  refined  oil  in  tank  cars  or  cases.  The  use  of  the  class  rate  may 
have  been  due  to  the  fact  that  shipments  in  many  instances  consisted 
in  part  of  gasoline.  Instead  of  applying  the  tariff  rate  from  Fresno 
to  Tulare,  the  Southern  Pacific  Company  computed  the  rate  by  deduct- 
ing from  the  rate  from  Stockton  to  Tulare  the  rate  from  Stockton  to 
Fresno,  thus  obtaining  a  mte  of  $1.90  per  ton  as  the  rate  from  Fresno. 
This  is  shown  by  the  following  table: 

Per  toil. 

Rate  on  refined  oil,  Stockton  to  Tulare $8.50 

Rate  on  refined  oil,  Stockton  to  Fresno : 6.  GO 

Difference 1.90 

In  explanation  of  this  unusual  method  of  procedure  an  oflScer  of  the 
Southern  Pacific  Company  said,  in  substance: 

This  oil  may  have  come  from  Whiting.  At  any  rate  the  Standard  Oil  Company 
has  paid  us  the  tariff  rate  of  $0.60  per  ton  from  Stockton  to  Fresno.  They  could  ship 
all  the  way  from  Stockton  to  Tulare  for  $8.50  per  ton,  and  they  argue  that  having 
paid  the  rate  to  Fresno,  they  should  not  pay  the  local  from  Fresno  to  Tulare.  Wc 
consider  this  claim  fair,  and  allow  them  a  rate  of  $1.90  per  ton  from  Fresno  to 
Tulare,  although  this  is  not  a  published  rate. 
H.  Doc.  812, 59-1 29 
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While  this  statement  makes  it  appear  that  the  Southern  Pacific 
Company  gets  the  full  through  rate  from  Stockton  to  Tulare,  such  an 
adjustment  of  rates  can  be  defended  onl}"  on  the  ground  that  all  shippers 
are  treated  alike.  But  it  is  one  of  the  great  grievances  of  California 
shippers  genemll}-  that  high  local  rates  are  charged  them  to  and  from 
terminal  points — that  is,  points  entitled  to  terminal  rates — on  trans- 
continentjil  business,  and  this  despite  the  fact  that  the  railroad  enjoys 
the  benefit  of  a  long  haul.  The  arrangement  of  rates  just  described, 
therefore,  can  not  be  regarded  us  other  than  a  discrimination  in  favor 
of  the  Standard  Oil  Company. 

Fresno  to  Han  ford. — Practically  the  same  adjustment  of  rates 
was  disclosed  in  the  ease  of  shipments  by  the  Standard  Oil  Company 
from  Fresno  to  Hanford.  The  tariff  rate  on  refined  oil  from  Fresno 
to  Ilanford  is  ^2  per  ton.  The  tariff  rate  from  Stockton  to  Fresno, 
as  just  shown,  is  ^6.00  per  ton;  from  Stockton  to  Hanford,  $7. 70  per 
ton.  The  diff(»rence  of  ^1.10  between  these  two  through  rates  was 
allowed  the  Standard  Oil  Company  as  the  rate  from  Fresno  to  Han- 
ford lis  against  the  tariff  rate  of  §i^  per  ton  for  the  local  haul  to  Han- 
ford, thus  effecting  a  concession  of  90  cents  per  ton  from  the  pub- 
lished charge.  The  Southern  Pacific  Company's  explanation  of  tiiis 
arrangement  was  the  same  as  in  the  case  of  the  $1.90  rate  from  Fresno 
to  Tulare,  just  discussed.  It  may  be  noted  that  both  these  claims  were 
addressed  to  the  general  freight  agent  and  marked  '^personal." 

Fresno  to  Visalia. — A  similar  manipulation  of  rates  was  prac- 
ticed in  the  case  oi  shipments  of  the  Standard  Oil  C-ompany  from 
Fresno  to  Visalia. 

IV.  SECRET  BATES  AND  REBATES  OF  THE  SANTA  FE. 
Section  15.     Rates  from  Redondo  to  Varioas  Points. 

The  Standard  Oil  Company  servos  a  hirgc*  territory  in  southern 
California  and  Arizona  from  its  refinory  at  Richmond,  by  way  of 
Redondo,  a  point  on  the  coast  near  Los  Angeles.  Oil  is  transported 
from  the  rolincry  in  the  Pacific  Coast  (Standard)  Oil  Company's  tank 
steamcn-s  and  barges  to  Redondo,  and  thence  by  mil  to  the  territory 
above  indicated.  The  numerous  independent  refineries  al>out  Los 
Anijfeles  would  naturally  have  an  advantage  in  reaching  this  region, 
since  Los  Angeles  is  about  500  miles  south  of  Richmond.  As  a  matter 
of  fact,  this  geographical  advantage  of  the  southern  refiners  is  largely 
neutralized  by  the  Standard's  facilities  for  water  transportation  from 
Richmond  to  Redondo  and  ])y  railroad  discriminations  from  that  point. 
It  is  safe  to  say  that  the  actual  cost  of  shipping  oil  by  tank  steamer 
from  Richmond  to  Redondo  is  considerably  less  than  one-half  cent  \^v 
gallon,  or  about  8  cents  per  hundred  pounds.  The  railroad  charge  from 
San  Francisco  to  Los  Angeles,  on  the  other  hand,  is  27^  cents  j^er 
hundred  pounds;  and  this,  it  ma}'  be  noted,  is  a  comparatively  low  rat^ 
as  a  result  of  water  competition. 
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An  idea  of  the  markets  reached  by  the  Standard  Oil  Company  and 
the  Pacific  Coast  Oil  Company  by  way  of  Redondo  may  be  obtained 
from  the  following  partial  list  of  destinations  to  which  oil  was  shipped 
from  Redondo  in  1904: 

Los  Angeles  Hennosa  Riverside 

Slanson  Clifton  Salton 

San  Bemaixlino     *  San  Dieji:<»  Obispo 

Colton  National  City  Clifton,  Ariz. 

Lakeside  Ijtidrillo  Pearce,  Ariz. 

Pasadena  San  Pe<lro  (jlol^,  Ariz. 

Raymond  Oceanside  Tenipe,  Ariz. 

Inglewood  F^condido 

Pomona  Santa  Ana 

The  investigation  of  the  Hurcaii  developed* the  existence  of  numer- 
ous irregularities  in  rates  on  oil  out  of  Redondo.  As  the  Standard 
Oil  Company  and  the  Pacific  Coast  Oil  Compaii}^  are  the  onl}'  concerns 
to  route  oil  from  this  point,  it  follows  that  they  were  the  only  parties, 
as  shippers,  to  receive  the  benefit  of  concessions  in  railroad  rates. 

Secret  RATES  from  Redondo  to  Los  AN(iELES. — Rpfivx^dolL — One 
of  the  most  important  deviations  f ronj  tarifi*  rates  on  oil  from  Redondo 
was  a  rat^  of  7i  cents  per  barrel  on  refined  oil  to  Los  Angeles,  this  being 
on  the  basis  of  42  gallons  to  the  barrel;  on  the  basis  of  50  gallons  this 
rate  would  be  equivalent  to  8.03  cents  per  barrel.  Jn  January,  11^02, 
the  Santa  Fe  published  a  rate  of  10  cents  per  hundred  pounds,  or  32 
cents  per  barrel  (of  50  gallons),  on  refined  oil  from  Redondo  to  Los 
Angeles,  this  being  the  fifth-class  rate.  As  early  as  September,  1903, 
however,  the  Santa  Fe  allowed  the  Standard  Oil  Company  a  rate  of  4 
cents  per  hundred  pounds  for  this  haul.  A  further  concession  from 
the  tariff  rate  of  10  cents  per  hundred  pounds  was  made  about  the 
middle  of  1904,  when  a  secret  rate  of  1\  cents  per  l)arrel  (of  42  gallons) 
was  quoted  the  Standard  Oil  Company.  According  to  officers  of  the 
Santa  Fe,  this  i-ate  was  not  to  go  into  effect  until  September  18,  1904, 
but  the  claim  records  of  the  company  showed  that  it  was  made  to  apply 
to  shipments  originating  as  early  as  June,  1904.  A  copy  of  the 
"letter  special"  providing  for  this  rate,  which  also  covered  crude  oil, 
follows: 

lios  An(}ELES,  ^pt.  18,  1904. 
S  RQ-6. 
L.  R.  No.  188. 

Crude  iK>troleiini  and  its  pro<hict*^. 
Mr.  T.  W.  Pate, 

Agt,  Los  Angeles. 
Mr.  F.  T.  Smith, 

Agt.,  Redon<io. 
Mr.  W.  G.  Taylor, 

Auditor,  Bldg. 
Gentlemen:  On  crude  petroleum  and  its  product,  in  carloads,  minimum  carload 
weight  according  to  rides  of  tariff,  Kedondo  to  Los  Anirclcs,  apply  rate  of  7}  cent« 
per  barrel  of  42  gallons. 
This  rate  is  maxinmm  to  apply  to  intermediati^  points. 

Edward  Chambers. 
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C}^de  oiL — In  the  latter  part  of  1903  the  open  rate  on  crude  oil 
from  Redondo  to  Los  Angeles  was  5  cents  per  hundred  pounds,  or 
about  lOi  cents  per  barrel,  a  barrel  of  crude  oil  being  taken  by  rail- 
roads in  California  on  the  basis  of  325i  pounds.  The  claim  records  of 
the  Santa  Fe  system,  however,  show  that  on  shipments  as  far  back  as 
October,  1903,  at  least,  the  Pacific  Coast  Oil  Company  secured  a  special 
rate  of  10  cents  per  barrel,  adjustment  to  this  basis  being  made  by 
means  of  rebate.  This  10-cents-per-barrel  rate  on  crude  oil  was  made 
a  tauifl  rate  on  February  20,  1904.  Soon  after  this  tariff  was  issued, 
however,  a  further  concession  was  niade  to  the  Pacific  Coast  Oil  Com- 
pany in  the  form  of  a  rate  of  7i  cents  per  barrel,  as  in  the  case  of 
refined  oil.  This  rate,  while  nominally  authorized  b}^  the  letter  special 
of  September  18,  1904,  above  presented,  was  apparently  agreed  upon 
about  May,  1904,  and  claim  rex*ords  of  the  Santa  Fe  show  that  it  was 
applied  to  crude  oil  shipped  as  early  as  July,  1904. 

From  the  above  it  appears  that  about  the  middle  of  1904  a  special 
rate  of  7i  cents  per  barrel  was  made  applicable  from  Redondo  to  Los 
Angeles  on  both  refined  and  crude  oil  of  the  two  Standard  concerns. 
For  some  reason  not  altogether  clear  the  rates  were  applied  in  differ- 
ent ways.  The  (concession  on  crude  oil  was  almost  invariably  effected 
by  means  of  rebate,  while  on  refined  oil  the  special  rate  was  generally 
entered  on  the  waybilling,  although  for  a  tinie  adjustment  to  the 
special  rate  on  refined  oil  was  also  made  by  means  of  refund. 

A  large  volume  both  of  crude  and  of  refined  oil  was  moved  at  this 
nite  of  7i  cents  |x;r  barrel.  During  part  of  the  year  1904  the  Pa(*ific 
Coast  Oil  Company  o})taincd  rebates  on  shipments  of  crude  oil  from 
Redondo  to  Los  Angeles  amounting  to  $4,491.99.  As  the  rebate  in 
this  case  was  but  2^  cents  per  barrel,  this  indicates  a  movement  of 
about  180,000  barrels,  but  this  was  within  considerably  less  than  a 
year.  The  advantage  to  the  Standard  Oil  Company  on  shipments  of 
refined  oil  was  much  greater.  The  difference  between  the  tariff  rate 
and  th(?  special  rate  in  this  (;ase  was  23.07  cents  per  barrel  of  50  gal- 
lons, the  nite  of  10  cents  per  hundred  pounds  being  equivalent  to  32 
cents  per  ])arrel,  and  the  special  rate  to  8.93  cents. 

Explanation  of  this  rate  by  Santa  Fe  and  Standard  Oil 
INTERESTS.  Ae(M)rding  to  representatives  of  the  Santa  Fe  system, 
this  rate  of  Ti  cents  per  barrel  was  put  into  effect  to  prevent  the 
Standard  Oil  Coni[)any  from  hning  a  pipe  line  from  Redondo  to  Los 
Angel(»s,  whitli  would  have  meant  the  complete  loss  of  this  traffic 
to  the  Santa  Fe  system.  It  appeared  that  the  construction  of  such 
a  pipe  line  had  been  discussed,  but  the  plan  was  abandoned  when 
tli(»  Safita  Fe  made  this  special  rate. 

Keprcsentatives  of  the  Standard  Oil  ( -ompan}'  said  in  explanation 
of  this  rate  on  relined  oil  that  it  ''was  put  in  to  meet  competition  of 
oil  manufactured  at  Los  Angeles  by  local  refiners  from  the  local 
production  of  crude,"  that  the  same  rate  was  applied  to  crude  oil  *'to 
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meet  competition  arising  from  a  local  production  of  fuel  oil  within 
the  city  of  Los  Angeles  and  its  vicinity,"  and  that  they  did  not  under- 
stand that  this  was  a  special  rate  for  the  benefit  of  the  Standard 
alone.  Representatives  of  the  company  further  stated  that  they 
understood  that  a  ''tariff  would  be  issued  to  cover  it." 

The  contention  that  it  was  not  understood  that  this  rate  was  to 
apply  to  the  Standard  alone  has  no  force,  because  the  Standard  Oil 
Company  was  the  only  shipper  of  oil  from  Redondo. 

Use  of  this  special  rate  ox  interstate  traffic  — Perhaps  the 
most  important  <  ircumstunce  in  connecticm  with  this  rate  of  7i  cents 
per  barrel  was  its  application  on  shipments  destined  to  points  outside 
the  State  of  California.  A  very  large  amount  of  oil,  especially  fuel 
oil,  was  shipped  to  Arizona  on  a  combination  of  this  secret  rate  with 
rates  from  Los  Angeles  to  final  destination.  Where  shipments  were 
destined  to  points  beyond  Los  Angeles,  the  oil  was  billed  to  that  ix)int 
only,  but  the  final  destination  was  clearly  shown  in  the  body  of  the 
waybill.  This  will  be  seen  from  the  accompan^'ing  copy  of  a  bill 
covering  sucli  a  shipment  of  fuel  oil  intended  for  the  Old  Do- 
minion Copper  Mining  and  Smelting  Company  at  Globe,  Ariz. 

It  will  be  noted  that  the  billing  instructions  read  from  Redondo 
to  Los  Angeles,  but  in  the  column  headed  "Marks,  consignee, 
and  destination  "  the  interstate  character  of  this  shipment  is  clearly 
indicated.  Furthermore,  this  bill  bore  a  stamp  indicating  that  it 
had  been  checked  for  a  claim,  and  the  number  of  this  claim,  "O.  C. 
102843,"  which  was  entered  on  the  bill,  indicated  that  it  was  an  over- 
charge claim.  Claim  102843  was  for  a  total  refund  of  $833.99,  cover- 
ing a  large  number  of  shipments  from  Redondo  to  Arizona  points  on 
which  a  rate  of  7i^  cents  per  barrel  from  Redondo  to  Los  Angeles 
was  allowed  instead  of  the  tariff  rate  of  10  cents  |>er  barrel.  On 
examination  of  this  claim  it  was  found  that  wa3'^bill  347  was  one  of 
those  included. 


The  Atchison,  Topeka  <fe  Santa  Fk  Ry.  Coast  Lines. 

From  Redout fo  to  IjOs  Angeks.     Date^  C}ct.  IS,  1904^ 

Car                                Waybill 
Initiuls       Number           Scries       Number 
U  T  L             9832                                       347 

Shipper. 

Marks,  con-      Articles  ami 
slgnee,  and  des-  .  classifica- 
tinatioi).                tion. 

Weigbt. 

Rate  and 
author- 
ity. 

F^-'^K'^^-     vants. 

Prei>aid. 

Freight 
bill  No. 

S.O.Co. 
c/oS.P. 

Old    Dominion 
Copper    Min- 
ing &  Smelt- 
ing (.'o.,GIobe, 
Ariz. 

Fuel  oil 
0.  R.  L  &  F 

78i>50 

10c  brl 

24  12 

W09 

Col.  Sta  Fe  frt 
of    S.  0.  Co. 
L.  A. 

Note. — On  the  bill  there  was  a  stamp  indicating  that  it  had  I»een  cheeked  for  overcharge  claim 
102843:  "O/C  102843     A  T  &  S  F  Ry  Co    Coast  Lines    Auditor's  office    Dec.  29, 1904    Claim  checked." 


426  TBANSPORTATION  OF  PETROLEUM. 

That  officials  of  the  Santa  Fo  wore  awai^c  that  the  oil  was  destined 
for  points  beyond  Los  Angeles  is  sufficiently  indicated  by  the  face  of 
the  waybill  itself.     Further   evidence   is   afforded  by  the  following' 
letter  addressed  to  the  local  agent  of  the  Santa  Fe  at  Bedondo  by  the 
assistant  traffic  managers 

Crude  oil  ratts  from  Redondo  to  points  beyond  Los  Angeles  are  combination  on 
Los  Angeles,  the  Standard  Oil  Company  laying  at  Tx>8  Angeles  the  charges,  Redondo 
to  Ix)s  Angeles,  and  billing  collect  the  charges  from  Los  Angeles;  and  you  have  been 
making  collection  on  bills  on  Los  Angeles.  It  has  been  arranged  so  that  shipments 
of  crude  oil  for  the  territory  specified  will  l>e  billed  from  your  station  to  Los  Angeles 
with  charges  collect,  being  final  destination,  and  agent  Los  Angeles  will  make  the 
collection  in  the  rc»gular  way  and  attend  to  rebilling  from  Los  Angeles.  The  ship- 
ments of  crude  oil  for  points  beyond  Highland  Junction,  where  the  rates  are  the 
same  from  Los  Angeles  as  from  Kedondo,  will  Ije  handled  as  heretofore — that  is,  bill- 
ing them  through  from  Rtnlondo  to  destination.  The  rates  on  refined  oil  to  all 
points  on  system  l)ey()nd  Las  Angeles,  being  regular  tariff  rates  and  not  combination 
on  I^)S  Angeles,  nhipments  will  l>e  billed  through,  as  I  assume  has  been  done 
heretofore. 

The  words  ''being  final  destination''  in  the  above  letter  have  no 
significance  except  from  an  accounting  standpoint,  since  it  is  obvious 
from  the  entire  tone  of  the  lettcir  that  a  movement  beyond  Los  Angeles 
was  contemplated. 

It  is  true  that  the  benefit  of  this  secret  rate  of  7^  cents  per  barrel 
was  f requenth'  obtained  ])v  the  consumer  in  the  form  of  a  lower  price 
for  oil.  This,  however,  is  obviously  no  justification  of  this  rate. 
The  Standard  Oil  Company  is  in  a  bitter  fight  with  independent 
refiners  around  Los  Angeles,  as  well  as  in  active  competition  with 
crude-oil  producers  throughout  the  State.  Prices  of  refined  oil  at 
and  around  Los  Ang(?les  are  the  lowest  for  an}'  section  in  the  State. 
At  the  same  time  tliat  the  Standard  Oil  Company  was  selling  oil  in 
San  Francisco,  10  miles  from  its  Kichmond  refinery,  for  12^  cents  j)er 
gallon  it  was  carrying  it  oOU  miles  from  the  same  refinery  to  IjOS 
Angeles  and  selling  it  tlieie  for  7k  cents  iH*r  gallon.  The  concession 
in  the  rate  on  refined  oil  from  Kedondo  to  Los  Angeles  amounted  to 
about  one-half  cent  per  gallon,  and  was  thus  of  material  advantage  in 
competition  with  southern  California  n^finers.  Crude  oil  at  the  same 
time  is  sold  on  very  close  margins  in  California,  and  an  advantage  of 
2k  cents  per  ])arrel  is  often  more  than  sufficient  to  control  business. 

Skchkt  katks  fhom  ukdondo  to  Sax  Die(;o. — Refined  oil. — The 
taritf  rate  on  refined  oil,  in  carloads,  from  Redondo  to  San  Diego,  as 
quoted  in  a  Santa  Fe  Uirifi'  efi'ective  »Iamiarv  29, 11)02,  was  25  cents  per 
hundred  pounds.  On  Octob(»r  2,  1908,  the  Santa  Fe  put  into  effect  a 
special  rate  of  TV  cents  per  hundrc'd  pounds,  and  claim  records  of  the 
company  show  that  this  rate  was  applied  on  less-than -carload  as  well 
as  carload  shipments.  This  special  rate,  while  for  a  time  adjusted  by 
rebate,  was  very  genemll}'  used  directly  on  the  waybilling.     There 
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can  be  no  question  that  this  rate  was  discriminatory,  nor  that  it  directly 
and  greatly  favored  the  Standard  Oil  Company  against  the  independ- 
ent refinei'S  at  Los  Angeles.  The  tariff  rate  on  refined  oil  from  Los 
Angeles  to  San  Diego  was  the  same  as  from  Redondo,  or  25  cents  per  hun- 
dred pounds.  The  immense  advantage  which  the  Standard  thus  obtained 
over  its  Los  Angeles  competitors  can  be  appreciated  from  the  fact  that 
the  concession  amounted  to  nearly  56  cents  per  barrel,  or  more  than  1 
cent  per  gallon.  This  secret  rate  enabled  the  Standard  Oil  Company 
to  largely  monopolize  the  San  Diego  market,  which  naturally,  from 
the  standpoint  of  location,  would  have  been  served  by  the  refineries  in 
and  about  Los  Angeles.  The  billing  records  of  the  Santa  Fe  at 
Redondo  indicated  that  about  eight  cars  a  month  of  refined  oil  were 
shipped  under  this  rate.  Assuming  that  these  cars  held  150  bar- 
rels each,  the  direct  saving  to  the  Standard  Oil  Company  would 
have  amounted  to  about  $670  a  month,  or,  roughly-,  $8,000  per  year. 
This  direct  saving  in  freight  charges,  however,  is  unimportant  in  com- 
parison with  the  enormous  advantage  which  was  thus  given  to  the 
Standard  Oil  Company  in  the  sale  of  its  refined  oil  in  San  Diego. 

Crude  oil. — The  Santa  Fe  system  also  allowed  the  Pacific  Coast 
(Standard)  Oil  Company  a  special  rate  from  Redondo  to  San  Diego  on 
crude  oil.  The  tariff  rate,  from  February,  1904,  to  December  8, 1904, 
in  tank  cars,  was  10  cents  a  barrel  plus  13  cents  per  hundred  pounds,  or 
about  52  cents  per  barrel  in  all,  the  10-ccnt  charge  covering  the  Jiaul 
from  Redondo  to  Los  Angeles,  and  that  of  13  cents  per  hundred  pounds 
being  the  charge  from  Los  Angeles  to  San  Diego.  The  claim  records 
of  the  Santa  Fe  system,  however,  show  that  that  company  first  allowed 
on  crude  oil  of  the  Standard  companies  the  special  rate  of  7i  cents,  as 
on  refined  oil  under  the  special  authority  issued  in  October,  1903. 
This  was  equivalent  to  about  24  cents  per  barrel.  A  further  concession 
to  the  basis  of  20  cents  per  barrel  wtis  allowed  on  shipments  of  crude 
or  fuel  oil  at  least  as  early  as  May,  1904.  The  billing  records  at 
Redondo  indicate  that  from  20  to  25  cars  of  crude  oil  per  month  were 
shipped  from  Redondo  to  San  Diego  in  the  latter  part  of  1904.  The 
rebate  under  this  special  rate  was  large,  as  may  be  seen  from  the  fol- 
lowing representative  claims  allowed  to  the  Pacific  Coast  Oil  Company 
in  the  latter  part  of  1904: 


Santii  Fc  claim  X(». — 


Date 
recorded. 


98IM2 . . 
98615.. 
9M20.. 
10066-2. 
100661. 


Oct.      7,190-1 


Amount 
of  refund. 


for)1.60 

.do '        600.36 

.do 121.55 

497.63 
672.52 
279.95 


Oct.  22,1904 
Nov.  22,1904 
do 
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The  rebate  under  this  rate  on  crude  oil  amounted  to,  roughly,  5^0 
per  car.  The  actual  amount  of  this  saving,  again,  is  much  less  impor 
tant  than  the  fact  that  it  enabled  the  Pacific  Coast  Oil  Company  to  take 
business  awa}'  from  its  competitors  in  Los  Angeles  and  vicinity  who 
would  naturally  have  secured  the  San  Diego  trade.  Against  this  rate 
of  20  cents  per  barrel  from  Redondo,  the  tariff  rate  imposed  upon 
independent  shippers  of  crude  oil  in  Los  Angeles  and  vicinity  was 
$2.60  per  ton,  or  about  42  cents  per  barrel.  Thus,  while  the  tariff 
rate  from  Redondo  was  10  cents  per  barrel  more  than  the  tariff  rate 
from  Los  Angeles,  the  actual  rate  from  Redondo  enjoyed  by  the 
Pacific  Coast  Oil  Company  was  22  cents  less  than  the  rate  available  to 
its  competitors  at  Los  Angeles.  As  in  the  case  of  refined  oil  ship- 
ments, already  alluded  to,  the  discrimination  is  emphasized  by  the 
fact  that  there  are  a  large  number  of  independent  crude-oil  producers 
in  the  vicinity  of  Los  Angeles,  and  that  the  shipments  of  the  Pacific 
Coast  Oil  Company  from  Redondo  had  to  pass  by  the  wells  of  these 
independents  in  order  to  reach  San  Diego. 

On  December  8,  1904,  a  rate  of  $2  per  ton  on  crude  oil  to  San 
Diego  was  made  effective  both  from  Redondo  and  from  Los  Angeles. 
This  is  equivalent  to  about  32  cents  per  barrel.  But  as  the  special 
rate  eiijo^-ed  by  the  Pacific  Coast  Oil  Company  was  but  20  cents  per 
barrel,  this  reduction  in  the  tariff  was  of  little  practical  benefit  to  the 
independent  shippers  in  the  vicinity  of  Los  Angeles. 

Explanation  of  Santa  Fe  officials. — Oflicials  of  the  Santa  Fe 
system  sought  to  defend  these  secret  rates  into  San  Diego  on  the  ground 
that  thc}^  were  necessary  in  order  to  prevent  the  Standard  Oil  Com- 
pany from  delivering  oil  into  that  port  by  water.  A  prominent  Santa 
Fe  official  said,  in  substance,  of  the  rate  on  crude  oil: 

We  made  tliis  rate  to  prevent  the  Standard  from  carrying  the  oil  to  San  Diego  by 
water,  as  they  were  preparing  to  do.  We  had  been  handling  oil  inU)  San  Diego  for 
a  number  of  years  by  rail.  The  Union  Oil  Company  appeared  with  Santa  Maria  oil 
at  Port  Harford  and  in  now  (May,  U>05)  planning  to  carry  its  oil  into  San  Diego  by 
water;  they  unload  this  oil  from  vessels  into  the  pipe  line  and  it  is  pumped  right  into 
their  tanks  at  San  Diego.  The  Stimdard  is  now  doing  the  same  thing;  consecpiently, 
this  rate  from  Redondo  will  be  canceled;  there  will  l)e  no  further  use  for  it;  the  rate 
will  be  a  thing  of  the  past.     We  saved  our  Vmsiness  at  San  Diego  as  long  as  we  could. 

It  is  a  fact  that  both  the  Union  Oil  Company  and  the  Pacific  Coast 
Oil  Company  are  now  delivering  oil  by  water  into  San  Diego,  the  lat- 
ter shipping  from  Richmond.  But  this  obviously  does  not  excuse  the 
Santa  Fe  system  for  granting  these  low  nites  in  the  secret  manner 
described.  The  effect  of  these  rates,  as  clearly  shown,  was  to  shut  the 
producers  of  crude  and  refined  oil  around  Los  Angeles  from  the  San 
Diego  market.  The  Standard  Oil  companies  were  the  only  shippers 
from  Kedondo,  and  the  allowance  of  these  secret  rates  while  maintain- 
ing rclativel}'  high  tariff  rates  from  Los  Angeles  was  an  unwarranted 
discrimination  against  the  independent  shipper. 
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Secret  rate  to  San  Bernardino. — The  claim  records  of  the  Santa 
Fe  showed  that  during  the  first  seven  months  of  1905  a  varietj'  of 
refunds  had  been  made  to  the  Pacific  Coast  Oil  Companj^^  on  crude  oil 
shipped  from  Redondo  to  San  Bernardino.  In  one  case  the  refund 
was  to  a  basis  of  7^^  cents  a  barrel  plus  10  cents  per  hundred  pounds, 
and  in  another  case  to  10  cents  per  hundred  pounds.  The  tariff  mte 
on  crude  oil  from  Redondo  to  San  Bernardino  at  the  time  these  refunds 
were  made  was  10  cents  a  barrel  plus  10  cents  per  hundred  pounds,  this 
being  under  a  provision  that  on  shipments  from  Redondo  to  points 
be^'ond  Los  Angeles  on  the  Southern  California  Railway  the  rate  from 
Los  Angeles  to  destination  should  be  added  to  the  rate  of  10  cents  a 
barrel  for  the  haul  from  Redondo  to  Los  Angeles.  The  rate  of  10  cents 
per  hundred  poimds  from  Los  Angeles  to  San  Bernardino  was  author- 
ized by  the  same  tariff.  In  the  first  of  the  refunds  just  noted,  there- 
fore, it  appears  that  the  Santa  Fe  merely  allowed  the  Pacific  Coast  Oil 
Company  the  benefit  of  the  secret  rate  of  7i^  cents  from  Redondo  to 
Los  Angeles,  imposing  the  full  tariff  charge  beyond.  The  through 
i-ate  of  10  cents  a  hundred  pounds  was  explained  ])y  a  representative  of 
the  Santa  Fe,  in  substance,  as  follows: 

The  rate  from  the  Olinda  fields  into  San  Bernardino  is  10  cents  a  hundredweight. 
When  the  Pacific  Coast  Oil  Company  began  to  move  oil  from  Redondo  to  San  Ber- 
nardino they  were  entitled  to  that  rate,  but  inasmuch  as  no  oil  had  moved  in  that 
direction  before,  the  agent  in  billing  the  shipment  made  the  rate  by  charging  10 
cents  a  barrel,  Redondo  to  Los  Angeles,  plus  10  cents  a  hundredweight,  Los  Angeles 
to  San  Bernardino.  On  the  first  shipment  correction  was  made  by  reducing  the 
Redondo-Los  Angeles  rate  to  7}  cents  a  barrel,  but  later  the  correct  basis  was  arrived 
at  and  bills  were  adjusted  to  the  basis  of  10  cents  per  hundredweight  for  the  entire 
haul. 

Other  secret  rates  from  Redondo. — In  the  case  of  the  various 
points  in  southern  California  served  by  the  Standard  qompanies  by 
way  of  Redondo,  mentioned  on  page  405,  the  through  rate  was  some- 
times made  by  combining  the  special  rate  of  7^  cents  per  barrel  to  Los 
Angeles  with  the  rate  from  IjOs  Angeles  to  final  destination.  In  some 
cases,  however,  the  Santa  Fe  made  a  through  secret  rdte  from  Redondo 
to  destination.  Thus,  from  Redondo  to  Pasiidena  a  rate  of  5  cents  per 
hundred  pounds  on  refined  oil  was  secured  by  the  Standard  Oil  Com- 
pany, whereas  the  tariff  rate  was  12  cents  in  1902  and  was  later  advanced 
to  12i  cents. 

Section  16.  Secret  rates  from  Olinda. 

Secret  rate  to  Los  Angeles. — A  tariff  rate  on  crude  oil  from 
Olinda  to  Ijos  Angeles  of  5  cents  per  hundred  pounds,  or  practically  lOi 
cents  per  barrel,  was  quoted  by  the  Santa  Fe  system  effective  February 
20, 1904.  Against  this  tariff  rate  the  Santa  Fe  quoted  to  the  Brca Canon 
Oil  Com^mn}"  a  rate  of  10  cents  per  barrel.  A  large  part  of  the  oil  of 
this  company  is  marketed  in  Los  Angeles  and  vicinity,  some  of  the 


430  TRANSPORTATION  OF  PETROLEUM. 

independent  refineries  thero  l^eing  customers  of  the  company.  Tliis 
special  rate  was  quoted  to  the  shipper  onl}^  and  apparentl}'^  withhold 
from  consignees.  .  This  was  admitted  by  the  Santa  Fe  and  contirmed 
by  an  inspection  of  freight  bills  of  several  consignees  of  oil  in  Los 
Angeles,  and  of  competing  shippers  to  that  city  from  Olinda,  none  of 
which  indicated  that  the  special  mte  had  been  allowed.  In  the  case  of 
one  refining  compan}^  which  purchased  of  the  Brea  Canon  Oil  Com- 
pany, its  freight  bills  indicated  that  the  full  tariff  rate  of  5  cents  per 
hundred  pounds  had  been  paid,  but  that  the  amount  of  freight  had  \yeen 
deducted  from  the  invoice  price  of  the  oil  as  shown  in  bills  rendered 
by  the  Brea  Canon  Oil  Company.  The  receipted  freight  bills  were 
turned  over  to  the  latter  company,  which,  in  turn,  surrendered  them  to 
the  railroad  in  order  to  obtain  the  rebate.  This  secret  rate  was 
ostensibly  in  effect  only  during  the  month  of  February,  1905,  but  was 
found  to  have  been  applied  to  shipments  as  far  back  as  September, 
1904. 

The  rebate  under  this  special  rate,  it  will  be  seen,  amounted  to 
about  6i  cents  a  barrel.  This,  on  a  large  car  of,  say,  225  barrels, 
would  be  equivalent  to  a  little  more  than  $14.  As  the  special  rate 
appears  to  have  been  in  effect  only  for  a  few  months,  the  amount  of 
money  involved  is  not  large.  It  serves  very  well  to  illustrate,  how- 
ever, the  absence  of  uniform  treatment  of  patrons  by  the  Santa  Fe. 
This  special  rate  was  ex|)laine<l  by  the  Santa  Fe  on  the  ground  that  it 
was  forced  by  the  pipe  line  of  the  Union  Oil  Company  from  the  Olinda 
field  into  Los  Angeles.  It  is  worth  noting,  however,  that  one  of  the 
ofliccrs  of  the  Southern  Californiji  Railway  Company  (Santa  Fe)  was 
int<^rcsted  in  the  Brea  Canon  Oil  Company. 

Skcket  KATE  TO  Kedondo. — Tlic  tiiHff  rate  on  crude  oil  from 
Olinda  to  Redondo,  over  the  SanUi  Fe,  was  for  a  long  time  $1.50  per 
ton,  or  about  25  cents  per  barrel.  The  Santa  Fe  allowed  a  special 
rate  of  10  cents  per  barrel,  effective  January  1,  1903,  on  shipments  to 
the  Pacific  Coast  Oil  Company.  It  was  stated  that  the  oil  thus 
shipped  had  been  purchased  from  the  Petroleum  Development  Com- 
pany, which  is  the  fuel  oil  concern  of  the  Santii  Fe,  by  the  Pacific 
Coast  Oil  Company,  and  it  was  accordingly  claimed  that,  being  com- 
pany business,  there  could  be  no  impropriety  in  allowing  a  special  rate. 

Secret  rate  to  Ingi.ewood. — The  tariff  rate  on  crude  oil  from 
Olinda  to  Inglewood  was  $1.50  per  ton,  or  25  cents  per  barrel.  The 
Brea  Canon  Oil  Company  secured  a  special  rate  of  10  cents  per  bar- 
rel, and  under  this  rate  there  was  refunded  to  that  company  during 
the  first  seven  months  of  1905  the  sum  of  $1,738.63.  The  other 
special  rates  from  Olinda  noted  in  the  tiible  on  page  405  do  not  call  for 
special  comment.  They  are  interesting  mainly  as  indicating  the 
extent  to  which  such  secret  rates  are  employed  by  the  SantA  Fe. 
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Section  17.  Secret  rates  from  Los  Angeles. 

Secret. RATES  to  Redondo. — ^The  special  rate  of  7i  cents  per  bar- 
rel from  Redondo  to  Los  An^reles  has  already  been  discussed.  On  the 
reverse  movement,  the  Santa  Fe  allowed  the  Pacific  Coast  Oil  Com- 
pany and  the  Union  Oil  Company  a  rate  of  10  cents  per  barrel  on 
crude  oil.  The  tariff  rate  from  Los  Angeles  to  Redondo  was  5  cents 
per  hundred  pounds,  or  about  16i  cents  a  barrel.  This  rate  of  10 
cents  per  barrel  was  not  quoted  to  all  shipper  alike.  Several  oil 
companies  in  Los  Angeles,  while  agents  of  the  Bureau  were  in  Cali- 
fornia, obtained  quotations  from  the  Santa  Fe  at  the  full  tariff  rate. 
The  rate  was  thus  of  a  discriminatory  character,  but  as  comparatively 
few  concerns  had  occasion  to  ship  oil  to  Redondo  from  Los  Angeles, 
its  practical  effect  was  unimportant. 

The  special  rates  of  50  cents  per  ton  from  Los  Nietos  to  Slauson 
and  from  Los  Angeles  to  Slauson,  noted  in  the  table  on  page  405, 
were  apparently  open  to  all  shippers  alike.  These  rates  were,  accord- 
ing to  the  Santa  Fe,  put  in  to  meet  teaming  competition. 

Secret  rates  to  Verdemont  and  Devore. — The  tariff  rate  on 
orude  oil  from  Los  Angeles  to  Verdemont  was  until  recently  $3.40 
per  ton,  and  to  Devore  $3.60  per  ton.  The  Santa  Fe,  on  September 
12,  1904,  put  into  effect  a  rate  of  $2.60  per  ton.  The  reason  for  this 
concession,  according  to  the  Santa  Fe,  was  that  shippers  could  get 
into  San  Bernardino  for  $2  a  ton  and  then  team  the  oil  to  Verdemont 
and  Devore  at  less  than  the  tariff  itite.  This  special  rate,  it  was  said, 
was  given  to  a  consignee  who  was  just  opening  up  a  largo  mnch  at 
these  points,  and  the  amount  of  oil  affected  by  it,  it  was  further  stated, 
was  small. 

Secret  rates  to  Alessandro. — The  tariff  rate  on  crude  oil  from 
Los  Angeles  to  Alessandro  was  $2.60  a  ton,  or  13  cents  per  hundred 
pounds.  From  claim  records  of  the  Santa  Fe  it  appeared  that  a  spe- 
cial rate  of  8  cents  per  hundred  pounds  had  been  allowed  the  Asphaltum 
Oil  and  Refining  Company  on  a  shipment  to  Alessandro,  the  refund 
amounting  to  $36.44.  Apparently  but  one  claim  was  allowed  at  this 
rate.     The  Santa  Fe  was  unable  to  explain  this  claim. 

Section  18.  Secret  rate  from  Bakersfield  to  San  Diego. 

One  of  the  most  discriminatory  rates  of  the  Santa  Fe  system,  men- 
tioned in  the  list  on  page  405,  is  that  of  50.4  cents  per  barrel  on  crude 
oil  from  Bakersfield  to  San  Diego.  This  rate  was  nominally  put  into 
effect  on  February  4,  1903,  but  was  found  to  have  been  applied  to 
some  shipments  as  far  back  as  September  8, 1902.  Bakersfield  is  only 
a  few  miles  from  the  Kern  River  field,  and  is  the  point  at  which  oil 
from  that  field  is  turned  over  to  the  Santa  Fe  by  the  Southern 
Pacific. 
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The  published  tariff  rate  on  crude  oil  from  Bakersfield  to  San  Diego 
at  the  time  this  mte  was  put  into  effect  was  about  92.7  cents  per 
barrel,  this  being  a  combination  of  the  Bakersfield-Los  Angeles  rate 
of  50.4  cents  with  the  Los  Angeles-San  Diego  rate  of  $2.60  per  ton, 
which  was  equivalent  to  about  42.3  cents  per  barrel,  six 'barrels  of 
crude  oil  being  generally  reckoned  in  California  as  the  equivalent  of 
a  ton.  This  mte  does  not  tjike  account  of  certain  switching  charges 
from  the  Kern  River  field  into  Bakersfield  proper. 

Discriminatory  nature  of  this  rate. — This  secret  rate  was  for  a 
considerable  period  enjoyed  exclusively  by  the  Standard  Oil  Company 
and  the  Associated  Oil  Company.  It  was  unquestionably  imknown 
to  independent  producers  in  the  Kern  River  field.  It  also  consti- 
tuted a  serious  discrimination  against  the  producei^s  of  southern  Cali- 
fornia. It  will  be  seen  that  the  Santa  Fe  applied  the  same  rate  from 
Bakersfield  to  San  Diego  as  from  Bakersfield  to  Los  Angeles.  Owing 
to  the  fact  that  the  crude  oil  of  Kern  River  is  considerably  less  valua- 
ble than  that  of  southern  California  this  concession  in  the  rate  enabled 
the  Standard  Oil  Company  and  the  Associated  Oil  Company  to  ship 
the  Kern  River  product  past  the  wells  of  the  southern  California  pro- 
ducers into  what  the  latter  might  reasonably  consider  their  natural 
market.  The  relative  advantage  given  the  Kern  River  field  over  that 
of  southern  California  was  recognized  by  the  Santa  Fe.  An  oflScer 
of  that  company  said  on  this  point: 

For  a  long  time  we  discoura$;e<l  ehipmentrt  from  Bakersfield  to  southern  California 
I)oints  in  order  to  protci't  producers  in  southern  California,  who  said  that  it  would 
ruin  them  if  we  made  lower  rates  on  northern  oil.  At  the  time  we  made  our  50.4- 
cerit  rate  oil  was  selling  in  southern  California  for  40  cents  a  harrel.  With  a  42-cent 
rate  out  of  Los  Angeles  producers  could  deliver  it  in  San  Diego  for  82  cents  a  barrel. 
The  lowest  price  for  oil  in  Bakersfield  that  I  know  of  was  15  cents  a  barrel  in  the 
field.  It  was  impossible  to  deliver  oil  from  Bakersfield  into  San  Diego  under  the 
tariff  rate  of  92  cents. 

ExpEKiKNc^E  OF  THE  Union  Oil  C()Mpany. — Spccific  evidence  of 
tli(^  discriiuinatory  ('liaracter  of  this  rate  is  found  in  the  experience 
of  the  Fnion  Oil  Company,  an  active  competitor  of  the  Standard  Oil 
Company  and  tin*.  Associated  Oil  Company.  In  the  summer  of  1902 
the  Union  Oil  Company  tried  to  get  a  lower  rate  from  Bakersfield 
to  San  Diego  than  the  combination  of  92.7  cents  per  barrel,  already 
discussed,  and  threatened  to  deliver  oil  to  San  Diego  by  water  from 
coast  fields  if  a  reduction  in  the  rate  from  Bakersfield  were  not  made.  * 
According  to  the  Union  Oil  Company  the  Santa  Fe  tentatively  dis- 
cussed a  rate  of  05  ciuits  per  barrel,  but  the  negotiations  were  dropped. 
Representatives  of  the  Union  Oil  Company  claim  that  the  first  authori- 
tiitive  information  they  had  of  the  special  nit e  of  50.4  cents  was  late 
in  19n8  or  early  in  1904  when,  on  applying  to  the  Santa  Fe  to  see  if 
the  ()5-cent  rate  tentativel}^  discussed  in  1902  was  still  available,  they 
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were  asked  by  a  representative  of  that  company  if  they  did  not  know 
that  there  was  a  mte  of  50  cents  in  effect. 

In  the  meantime,  durinj^  August  and  September,  1902,  the  Associated 
Oil  Company  had  captured  a  number  of  large  contracts  with  San 
Diego  consumers,  as  follows: 

On  August  23,  1902,  a  five-year  contract  with  the  San  Diego  Electric  Company. 

On  August  23,  1902,  a  five-year  contract  with  the  Coronado  Beach  Company. 

On  September  1,  1902,  a  five-year  contract  with  the  San  Diego,  Pacific  Beach  and 
La  Jolla  Railway. 

On  September  5,  1902,  a  contract  with  the  San  Diego,  Cuyamaca  and  Eastern 
Railway. 

The  delivered  price  of  all  these  contracts  was  70  cents  per  barrel, 
or,  it  will  be  seen,  about  22.7  cents  per  barrel  less  than  the  published 
rate  of  freight  at  the  time  they  were  taken.  In  May,  1903,  the  Asso- 
ciated Oil  Company  also  made  a  contract  with  the  National  City  and 
Otay  Railway  Company  at  87  cents  per  barrel,  delivered  f.  o.  b. 
National  City,  deliveries  to  commence  September  1,  1903. 

According  to  officials  of  the  Santa  Fe,  the  special  rate  of  50.4  cents 
was  first  given  to  a  representative  of  the  Coronado  Beach  Company, 
who  had  informed  the  railroad  that  the  Union  Oil  Company  had  quoted 
a  low  price  on  oil  to  be  delivered  by  water  from  the  Santa  Maria  field 
(near  the  coast),  but  that  the  Coronado  Beach  Company  preferred  to 
give  the  Santa  Fe  the  haul  if  it  would  make  a  satisfactory  rate.  This 
the  Santa  Fe  agreed  to,  and  contracts  were  made  with  the  Associated 
Oil  Company  b}'^  the  Coronado  Beach  Company,  the  San  Diego  Elec- 
tric Company,  and  the  San  Diego,  Pacific  Beach  and  La  Jolla  Kail- 
way,  all  of  which  are  known  as  Spreckels  companies,  as  well  as  by 
other  San  Diego  concerns  mentioned. 

It  will  thus  be  seen  that  shortly  after  the  Union  Oil  Company  had 
been  refused  a  reduction  in  the  rate  from  Bakcrsfield  to  San  Diego, 
such  a  reduction  was  made  by  the  Santa  Fe  in  the  form  of  a  secret 
rate,  and  that  as  a  result  the  Associated  Oil  Company  secured  a  num- 
ber of  very  important  contmcts,  for  which  the  Union  Oil  Compan}^  had 
previously  been  negotiating.  The  Standard  Oil  Company  also  had  a 
number  of  San  Diego  contracts  on  which  deliveries  were  made  at  this 
special  rate. 

Representatives  of  the  Santa  Fe  system  take  the  ground  that  the 
Union  Oil  Company  nuist  have  known  that  there  was  a  special  rate  in 
effect.  They  state  that  before  the  Spreckels  contracts  were  executed  the 
special  rate  was  known  to  a  representative  of  the  Spreckels  companies 
and  "to  everyone  in  a  position  to  fill  the  contmcts."  The  Santa  Fe, 
however,  does  not  claim  that  it  directly  advised  the  Union  Oil  Com- 
pany of  this  special  rate,  but  assumes  that  information  of  it  was  given 
out  by  the  Spreckels  interests.  An  ofiicer  of  the  Santn  Fe  contended 
that  the  Union  Oil  Company  must  have  known  '*from  the  prevailing 
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price  of  oil  at  San  Diego"  that  a  special  rate  wdm  in  effect.  "If  the 
rate  is  92  cents  and  the}'  are  selling  oil  at  85  cents,  the  man  is  not  giv- 
ing oil  away,"  he  added.  When  asked  whether  the  principle  could 
be  applied  that  the  delivered  price  of  oil  at  any  point  in  California 
indicated  the  freight  rate,  he  replied  that  he  did  not  care  to  lay  that 
down  as  a  general  principle. 

There  is  good  evidence  that  the  Union  Oil  Company  was  not  aware 
of  this  special  i^ate  for  some  time  after  it  took  effect.  In  January, 
1903,  the  Union  Oil  Company  bid  $1.10  per  barrel  on  a  contract  to 
deliver  oil  to  the  city  of  San  Diego,  whereas  the  Standard  Oil  Com- 
pany's bid  on  the  same  contract  was  75  cents  per  barrel.  Another  inde- 
pendent oil  dealer  in  Los  Angeles  bid  $1.03|.  Again,  in  the  summer 
of  1903,  the  Union  Oil  Company  bid  §1.17  to  deliver  oil  at  National  City 
on  the  contract  of  the  National  City  and  Otay  Railway,  already  noted, 
which  was  taken  by  the  Associated  Oil  Company  at  87  cents  per  barrel. 
In  view  of  these  l)ids  and  the  positive  statements  of  representatives  of 
the  Union  Oil  Company'  that  they  were  not  aware  of  the  special  rate, 
there  can  be  no  reasonable  doubt  that  several  months  after  the  Asso- 
ciated Oil  Company  had  been  advised  of  this  special  rate  of  50.4  cents, 
the  Union  Oil  Company  had  no  knowledge  of  it. 

It  is  known  that  the  Union  Oil  Company  delivered  oil  in  San  Diego 
in  the  summer  of  1902  at  85  cents  per  barrel,  but  this  price  is  explained 
by  the  Union  Oil  Company  on  the  ground  that  the  oil  was  shipped 
from  the  vicinity  of  Los  Angeles  and  not  from  Bakersfield,  and  that 
at  the  time  the  contract  was  made  prices  in  the  Los  Angeles  district 
were  unusually  low.  In  support  of  this  statement  the  Union  Oil 
Company  submitted  its  books,  and  these  showed  that  shipments  on  this 
85-cent  contract  were  from  the  oil  fields  in  the  vicinit}^  of  Los  Angeles. 
Furthermore,  an  inspection  of  the  waybilling  records  of  the  Santa  Fe 
system  from  Bakersfield  showed  that  no  oil  was  moved  by  rail  from 
Bakersfield  to  San  Diego  during  the  summer  of  1902,  and  hence  that 
the  Union  Oil  Company  could  not  have  used  a  special  rate  over  the 
railroad.  The  Union  Oil  Company  explains  its  bid  of  $1.10  in  Janu- 
ary, 1903,  as  compared  with  its  85-cent  contract  of  1902,  on  the  ground 
that  there  had  been  a  decided  advance  in  the  price  of  oil  at  Los  Angeles 
since  the  summer  of  1902,  and  this  is  borne  out  by  the  records  of  field 
prices  for  that  period. 

It  may  be  not^d  that  in  February,  1904,  by  which  time  the  Union 
Oil  Company  admits  that  it  was  aware  of  the  rate  of  50.4  cents  per 
barrel  from  Bakersfield  to  San  Diego,  that  company  submitted  a  bid 
through  its  San  Diego  agent  to  furnish  fuel  oil  to  the  cit}'^  of  San 
Diego  for  83i  cents  per  barrel.  The  bid  of  the  Standard  Oil  Corn- 
pan}'  on  this  contract  was  82  cents.  This  all  goes  to  prove  that  at  the 
time  of  the  earlier  bids  for  San  Diego  busincvss,  already  discussed,  the 
Union  Oil  Companj'  was  not  informed  of  the  special  rate.     That  the 
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numerous  independent  producers  of  Kern  River  were  totally  ignorant 
of  it  there  can  be  no  reasonable  doubt.  Although  belief  in  railroad 
discriminations  was  almost  universal  among  such  producers,  persistent 
investigation  in  connection  with  this  and  other  rates  indicated  that 
such  producers  had  no  actual  knowledge  of  the  secret  rates  discovered. 
In  this  connection  the  following  statement  of  a  representative  of  the 
East  Puente  OildCompany  at  San  Diego  is  of  interest: 

About  three  years  ago  we  thought  of  trj'ing  to  get  flome  of  the  oil  business  of  the 
city  of  Skn  Diego.  We  went  t<:>  the  board  of  public  works,  but  they  laughed  at  us. 
They  said  we  could  not  sell  them  oil.  Then  we  went  to  the  railroad  to  ascertain 
the  freight  rate,  and  found  that  it  would  cost  us  about  90  cents  a  barrel  to  get  it 
down  there.  If  we  had  given  them  oil  for  nothing,  we  could  not  have  gotten  it  to 
them  as  cheap  as  others  could  nell.  I  think  this  was  about  the  fall  of  1902.  We 
never  tried  to  get  any  more  contracts  after  that,  and  I  don*t  know  what  the  freight 
rate  is  to-day. 

That  this  special  rate  was  exclusivel}'  enjoyed  by  the  Standard  Oil 
Company  and  the  Associated  Oil  Company  was  confirmed  by  the  way- 
billing  records  of  the  Santa  Fe  system  at  Bakersfield.  An  inspection 
of  these  records  for  several  periods  during  1903  showed  absolutely  no 
shipments  of  crude  oil  from  Bakersfield  to  Han  Diego  by  any  ship- 
pers other  than  the  Standard  Oil  Company  and  the  Associated  Oil 
Company.  About  the  1st  of  April,  1904,  the  Union  Oil  Company 
appeared  as  a  shipper,  having  by  that  time  become  aware  of  the 
special  rate,  but  the  railroad  company's  records  clearly  showed  that 
this  special  rate  was  not  used  by  miscellaneous  independent  shippers. 
In  August,  1905,  or  some  months  after  the  investigation  of  the  Bureau 
had  been  commenced  in  California,  this  rate  was  published. 

Effect  of  this  secret  rate. — The  advantage  of  this  secret  rate 
has  already  been  indicated.  The  contracts  secured  by  the  Associated 
Oil  Company  and  the  Standard  Oil  Company  represented  a  large  pro- 
portion of  the  entire  fuel-oil  business  of  San  Diego,  and  owing  to  the 
fact  that  several  of  these  contracts  were  for  Jong  periods  the  benefit 
was  correspondingl}'^  grejiter.  A  further  illustration  of  the  effect  of 
this  secret  rate  upon  the  business  of  independent  producers  is  furnished 
by  the  experience  of  the  Central  Oil  Company  of  Los  Angeles,  an  inde- 
pendent concern,  which  in  1902  placed  a  contract  with  the  National  City 
and  Otay  Railway  Company  to  deliver  fuel  oil  at  National  City  at  80 
cents  a  barrel,  this  oil  coming  from  the  Whittier  field.  About  May, 
1903,  when  the  railway  placed  its  contract  with  the  Associated  Oil 
Company,  the  Central  Oil  Company  was  asked  to  submit  a  bid  and 
did  so,  quoting  a  price  of  $1  per  barrel,  delivered.  The  increase  in 
the  bid  price  as  compared  with  its  contract  price  of  1902  is  explained 
by  an  advance  in  prices  of  crude  oil  in  the  Whittier  field  during  the 
interval.  The  Associated  Oil  Company,  it  will  be  recalled,  secured 
this  contrac't  at  87  cents  per  "barrel.  The  bid  of  the  Central  Oil  Com- 
pany, therefore,  was  only  13  cents  above  that  of  the  Associated  Oil 
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Company,  wheretis  the  concession  from  the  tariff  rate  from  Bakers- 
field  to  San  Diego  enjoyed  by  the  Associated  Oil  Company  was  equiva- 
lent to  more  than  42  cents  a  barrel.  Had  tariff  rates  been  maintained 
between  Bakersfield  and  San  Diego  the  Associated  Oil  Company's  bid 
w^oiild  presmna})l3'  have  been  about  30  cents  above  that  of  the  Central 
Oil  Company. 

This  iiuddent  brings  out  clearly  one  method  by  which  the  Associated 
Oil  Compan}'  has  been  able  to  extend  its  control  over  the  California 
fuel  oil  market.  The  Central  Oil  Company  might  properly  regard 
San  Diego  as  within  its  natural  territory,  and,  in  the  absence  of  rail- 
road discriminations,  shippers  from  Bakersfield  would  have  been 
unable  to  compete  for  San  Diego  business,  whereas,  by  reason  of  this 
secret  rate,  two  favored  shippers  were  easily  able  to  invade  the  terri- 
tory of  southern  California  producers  and  greatly  underbid  them. 

Statement  of  the  Associated  Oil  Company. — A  representative 
of  the  Associated  Oil  Compan}',  when  asked  how  his  companj'  was 
able  to  place  contracts  for  the  delivery  of  fuel  oil  in  San  Diego  at  70 
cents  per  barrel  delivered,  when  the  open  freight  rate  was  over  92 
cents  per  barrel,  said: 

I  know  that  i)rioe8  were  made  on  oil  there  by  water  shippers — the  same  prices 
that  we  made.  In  handling  the  oil  business  there  are  several  things  to  be  consid- 
ered. We  have  a  large  production,  and  we  are  going  to  sell  oil.  If  we  are  selling 
oil  in  San  Diego  at  70  cents  and  some  one  else  sells  oil  for  less,  we  are  going  to  sell  it 
for  leys,  too.  When  these  rates  went  into  effect  I  am  absolutely  certain  that  there  was 
no  rate  made  for  us  that  was  not  made  for  other  shippers;  in  fact,  I  know  that  other 
shippers  had  the  rate,  Ixx'auHe  other  shippers  were  making  the  same  prices  as  we. 
My  understanding  was  that  it  wa»s  a  rate  that  was  given  to  everbody.  I  am  sure 
that  it  was  given  to  anyone  that  was  shipping  and  inquired  for  it. 

So  fur  as  the  extended  investigation  of  the  Bureau  shows,  the  only 
other  shii)pers  aware  of  the  special  rate  at  this  time  were  the  Standard 
Oil  coni})}inies. 

DELlVEUlNd  OIL    FOK    LESS   THAN    THE  OPEN  FREKlHT   RATE. Under 

the  contnu'ts  of  the  Associated  Oil  Company  in  August,  1902,  with 
tlie  C'oronado  Beach  Company,  the  Hotel  del  Coronado,  and  the  San 
Diego  and  Coronado  Ferry  (^ompany  (the  contract  with  the  Coronado 
Beach  Company  covering  all  of  these  interests),  the  three  companies 
mentioned  paid  freio-ht  on  the  oil  purchased  at  the  open  rate  of  $5.70 
per  ton,  or  ahout  1^2.7  cents  per  barrel,  from  Bakerslield  to  San  Diej^o, 
foi-  a  consi(lera]>le  period.  They  surrendered  their  receipted  freififht 
hills  to  th(»  Associated  Oil  Company  in  payment  of  their  invoices. 
Since  the  delivered  price  of  the  oil  under  the  contract  was  70  cents 
per  barrel,  while  the  frei^^ht  rate  was  approximately  92.7  cents  per 
])arreK  these  companies  had  a  claim  upon  the  Associated  Oil  Company 
for,  r()uii:lily,  22.7  cents  per  barrel.  The  Associated  Oil  Company 
refunded  this  excess  for  a  consideralde  period  of  time,  or  until  about 
September,  1903,  when  the  Santa  Fe  s>\stem  began  to  render  freight 
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bills  to  the  Spreckels  companies  mentioned  at  tlie  special  rate  of  50.4 
cents  per  barrel  instead  of  at  the  tariff  rate.  A  list  of  such  refunds 
by  the  Associated  Oil  Company  to  the  three  Spreckels  companies 
mentioned  was  obtained  from  the  ])ooks  of  the  latter  concerns,  as 
shown  below: 

Hotel  del  Coronado: 

April  23,  1903,  refund,  covering  excess  freight  paid  from  Septeml)er, 

1902,  to  April,  1903 $627.57 

October  ],  1903,  covering  excess  freight  paid  from  April  1, 1903,  to  Octo- 
ber 1,1903 1,446.83 

San  Diego  and  Coronado  Ferry  Company: 

September,  1903,  covering  excess  freight  from  June  27  to  September  27, 

1903.... 284.32 

Coronado  Beach  Company : 

September  11,  1903,  excess  freight  paid  July a413. 63 

Total  refund  by  Associated  Oil  Company 2,  772. 25 

It  should  be  noted  that  these  refunds  were  in  the  nature  of  an  adjust- 
ment between  the  Associated  Oil  Company  and  the  respective  Spreckels 
companies,  based  on  a  contract  price  for  oil,  and  are  quite  distinct 
from  the  rebates  paid  the  Associated  Oil  Company  by  the  Santa  Fe 
Company.  A  list  of  such  rebates  paid  by  the  railroad  compan}^  will  be 
found  elsewhere.  (See  p.  439).  These  rebates  paid  to  the  Associated 
Oil  Company,  in  turn,  do  not  indicate  the  full  financial  benefit  obtained 
by  the  Associated,  since,  after  the  rebates  ceased,  about  September, 

1903,  that  company  continued  to  obtain  the  benefit  of  the  50.4-cent  rate, 
which  was  directly  applied  on  the  billing.  The  Associated  Oil  Com- 
pany, for  all  practical  purposes,  may  be  considered  as  having  received 
the  benefit  of  the  rebate  from  September,  1902,  until  in  August,  1905, 
a  tariflf  was  finally  issued  quoting  a  1.2-ccnt-per-gallon  rate  from 
Bakersfield  to  San  Diego.     It  should  be  noted  that  on  December  8, 

1904,  the  local  i-ate  from  Los  Angeles  to  San  Diego  was  reduced  from 
$2.60  to  $2  per  ton,  and  that  in  June,  1904,  the  rate  from  Bakersfield 
to  Los  Angeles  was  reduced  from  1.2  cents  per  gallon  to  9  mills  per 
gallon,  so  that  from  these  dates  until  August,  1905,  the  secret  advan- 
tage enjoyed  by  the  favored  shippers  was  to  this  extent  modified. 

On  a  portion  of  its  shipments  to  the  National  City  and  Otay  Rail- 
way the  Associated  Oil  Company  paid  similar  refunds  to  the  consignee, 
which  for  a  period  paid  freight  charges  exceeding  the  delivered  price 
of  the  oil. 

Although  the  Associated  Oil  Company  also  had  a  contract  with  the 
San  Diego  Electric  Kailway  Company,  dated  August  23,  1902,  no 
similar  refunds  by  the  Associated  Oil  Company  were  shown  by  its 
books.  This  is  accounted  for  b}'  the  fact  that  the  San  Diego  Electric 
Railway  Company  had  a  previous  contract,  dated  April  16,  1902,  with 

<»  This  included  an  allowance  of  $12.08  for  leakage  and  sediment. 
n.  Doc.  812,  .50-1 30 
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the  Standard  Oil  Company,  which  provided  for  a  suppl}^^  of  fuel  oil 
for  eighteen  months  from  June  1,  1902,  to  December  1,  1903.  In 
other  words,  the  Associated  Oil  Company  did  not  l>egin  to  deliver  oil 
to  the  San  Diego  filectric  Railway  Company  until  the  contract  with 
the  Standard  had  been  completed,  and  by  that  time  the  special  rate  of 
60.4  cents  per  barrel  was  being  applied  directly  on  way  billing,  thus 
obviating  the  necessity  of  any  adjustments.  The  books  of  the  San 
Diego  Electric  Railway  Company  showed  that  as  late  as  November, 
1908,  it  was  still  receiving  its  fuel  oil  from  the  Standard,  and  there 
was  no  evidence  that  any  shipments  were,  up  to  that  time,  received 
from  the  Associated. 

The  books  of  the  company  likewise  showed  no  refunds  on  the  part 
of  the  Standard  Oil  Company.  This  is  due  to  the  fact  that  the  Stand- 
ard Oil  Company  settled  for  the  freight  directl}-  instead  of  allowing  the 
San  Diego  Electric  Railway'  Company  to  pay  it  and  apply  such  pay- 
ments against  the  purchase  price  of  the  oil,  as  iirthe  case  of  the  Coro- 
nado  Beach  and  other  Spreckels  companies  and  the  Associated  Oil 
Company,  just  described.  No  freight  vouchers  cov^ering  shipments  of 
oil  from  the  Standard  Oil  Company'  could  be  found  in  the  records  of 
the  San  Diego  Electric  Itailway  Company  at  San  Diego,  and  the  local 
freight  agent  of  the  Santa  Fe  at  San  Diego  stated  that  it  was  the 
Standard  Oil  Company's  invariable  policy  to  take  care  of  freight 
chtirges  itself.  The  absence  of  any  such  refunds  by  the  Standard  on 
tlie  books  of  the  San  Diego  Ehn^tric  Railway  Company  is  therefore 
propcnly  account(Hl  for.  An  examination  of  the  claim  records  and 
freight  bills  of  tin*  Standard  Oil  Company  showed  that  it  had  obtained 
tliis  secret  rate  on  its  shipments  to  San  Diego.  For  some  reason  not 
altogether  ch^ar,  the  spc^cial  rate  to  this  company-  figun^s  out  50.2 
cents  per  ])arn'l  instead  of  50.4  cents. 

ArrLK'ATiox  of  this  uatk. — Although,  as  just  shown,  the  freight 
hills  rondcnHl  theCoronado  Beach  Company,  the  Hotel  del  Coronado, 
and  the  San  Diego  and  Coronado  Ferry  Company  b}'  the  Santa  Fe  for 
crude  oil  delivered  after  Septem])er,  1IM)3,  showed  the  actual,  instead  of 
tlu'  taritl',  rate,  the  taritl'  rate  was  used  on  the  outward  billing  from  the 
Bakerstield  station  until  about  April  1,  11)04.  In  other  words,  for 
many  months  after  S(»ptember,  11^02,  when  the  special  rate  was  put 
into  eff(Mt,  both  the  forwarding  agent  of  the  Santa  Fe  at  Bakerstield 
and  the  receiving  agent  at  National  City,  to  which  point  the  oil 
shipped  to  these  consignees  was  billed,  were  apparentU'  kept  in  igno- 
rance of  the  rate.  After  Septem])er,  li>03,  correction  of  waybills 
from  the  taritl*  rate  to  the  special  mte  was  made  by  either  the  receiv- 
ing agent  of  the  Santa  Fe  at  National  City  or  some  one  in  that  office, 
l>iit  the  forwarding  agent  at  Bakerstield  still  used  the  tariff  rate.  On 
sh  pnients  to  San  Diego  proper,  correction  of  way-bills  was  made  at 
the  receiving  agent's  office  about  the  4th  of  February,  1903.     It  was 


SECBET   RATES   AND   REBATES SANTA   FE. 


439 


not  until  April,  1904,  that  the  special  rate  was  directly  used  on 
the  outward  billing  from  Bakersfield.  The  change  was  apparently 
brought  about  by  the  fact  that  the  Union  Oil  Company,  having  by 
that  time  become  aware  of  the  special  rate,  secured  some  business  in 
San  Diego  and  commenced  shipments  from  Bakersfield.  The  Union 
Oil  Company  prepaid  the  freight,  and  on  its  first  shipments  received 
bills  at  the  full  tariff  rate.  It  immediately  called  the  attention  of  the 
Santa  Fe  to  this,  and  as  a  result  the  local  agent  of  that  company 
at  Hakersfield  was  instructed  to  use  the  sj^ecial  rate  on  the  billing 
thereafter. 

Incidentally  it  may  be  noted  that  although  this  special  rate  was 
ostensibly  effe<»tive  February  4, 1908,  the  records  of  the  Associated  Oil 
Company  showed  that  refunds  had  l)een  obtained  on  shipments  origi- 
nating as  eiirly  as  September,  1902.  In  other  words,  the  rate  was  made 
retroactive,  in  the  case  of  the  Associated  Oil  ('ompany  at  least,  appar- 
ently^ to  coverall  deliveries  at  San  Diego  under  its  contracts  made  with 
the  Spreckels  interests  in  August,  1902. 

Mention  may  also  be  made  of  the  fact  that  in  the  latter  part  of  1904 
the  Associated  Oil  Company  acquired  an  interest  in  a  large  oil  prop- 
erty near  Los  Angelas  yielding  a  heavy  oil  of  low  value,  and  that  since 
Januar\'  1,  1905,  the  company  has  filled  most  of  its  San  Diego  contracts 
from  this  source. 

Impoutance  of  this  special  rate  from  a  monetary  stand- 
point.— The  claim  register  of  the  Associated  Oil  Company  showed 
that  the  following  rebates  were  paid  to  that  concern  by  the  Santa  Fe 
on  shipments  of  crude  oil  from  Bakersfield  to  San  Diego  and  National 
City  during  the  period  from  September,  1902,  to  Septemlx^r,  1903: 
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I'he  average  refund  per  ear  was  $92..'?  I. 
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Tho  above  figures,  it  should  be  noted,  give  no  adequate  idea  of  the 
financial  advantage  obtained  by  the  Associated  Oil  Company,  since  the 
secret  rate  was  adjusted  by  rebate  for  a  year  only,  and  during  a  con- 
siderable portion  of  this  limited  time  the  Associated  Oil  Company  was 
not  making  deliveries  on  some  of  its  contracts.  The  real  benefit  of 
this  rate  is  better  illusti*ated  by  its  use  directly'  on  the  billing. 

An  examination  of  the  waybilling  records  of  the  Santa  Fe  for 
selected  periods  in  1903  indicated  that,  on  an  average,  about  one  car 
of  crude  oil  per  day  was  forwarded  from  Bakersfield  to  San  Diego 
and  that  the  average  weight  of  these  cars  was  about  55,000  pounds. 
This  would  ]>e  equivalent  to  about  170  barrels  per  car.  On  this  basis 
the  yearly  shipments  would  have  amounted  to  about  60,000  barrels. 
Shipments  in  1904  appear  to  have  been  somewhat  heavier.  The 
difference  between  the  tariff  rate  of  92.7  cents  and  the  special  rate  of 
50.4  cents  is  42.3  cents  per  barrel.  On  the  basis  of  yearly  shipments 
of  00,000  barrels  the  money  equivalent  of  this  special  rate  would  thus 
have  been  about  $25,000.  The  waybilling  records  indicated  that 
the  shipments  were  equally  divided  between  the  Associated  Oil  Com- 
pany and  the  Standard  Oil  Company,  although  the  shipments  of  the 
two  companies  varied  greatly  from  time  to  time: 

It  is  true  that  the  consumer  got  practically  the  full  benefit  of  the 
secret  rate  in  the  shape  of  reduced  prices  for  his  oil;  but  this  can  not 
be  held  to  justify  the  use  of  the  rate.  The  one  important  point  is 
that  this  inequit}i])le  application  of  a  secret  rate  prevented  independent 
shippers  from  socunng])usiness  which,  by  reason  of  their  geographical 
location,  thoy  nii<i^ht  reasonably  have  expected  to  obtain,  and  which, 
as  their  bids  indicate,  they  would  have  obtained  had  there  l)een  no 
discrimination  in  fnMght  nites.  Moreover,  a  matter  of  a  few  thou- 
sand dollars  in  freight  charges,  while  a  small  consideration  to  the  rail- 
roads or  the  Standard  Oil  C^ompan\'  or  the  Associated  Oil  Company, 
might  often  to  a  small  shipper  mean  a  substantial  profit  on  a  years 
])usiness.  More  important  that  this,  however,  is  the  fact  that  this 
denial  to  the  indep(Mident  producer  of  a  fair  chance  in  the  open  market 
o]>vioush'  compelled  him  more  and  more  to  dispose  of  his  product  to  a 
few  of  his  powerful  competitors  who  were  favored  b}^  such  discrimina- 
tions. That  such  conditions  would  result  in  depressing  the  price 
which  an  independent  producer  could  obtain  for  his  oil  is  too  obvious 
to  permit  of  discussion. 

Section  19.  Secret  rates  of  the  Santa  Fe  from  Bakersfield  to  Ethanac, 
Needles,  and  Fres  o. 
Sec:ket  KATE  TO  Etiiana(\ — This  special  i-ate  of  50.4  cents  per 
barrel  was  also  allowed  on  certain  shipments  from  Bakersfield  to 
Ethanac.  Ethanac  is  in  southern  California,  about  halfway  between 
Los  Angeles  and  San  Diego.     The  taritf  rate  from  Bakersfield  is  the 
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same  as  to  San  Diego,  namely,  92.7  cents  per  barrel,  being  a  combina- 
tion of  the  two  local  rates  already  discussed. 

The  benefit  of  this  special  rate  to  Ethanac,  however,  was  obtained 
by  the  consignee  instead  of  the  shipper.  Claim  records  of  the  Santa 
Fe  showed  that  during  the  first  seven  months  of  1905  the  Chase  Nursery 
Company,  at  Ethanac,  had  obtained  over  $1,800  in  the  shape  of  rebates 
on  crude  oil  shipped  from  Bakersfield  at  the  tariff  rate  of  $5.70,  but 
on  which  refunds  were  made  to  the  basis  of  $3.10  per  ton.  During  the 
same  period  the  Ethanac  Company  obtained  refunds  on  the  same  basis 
of  about  $500. 

According  to  the  Santa  Fe  "the  Chase  Nursery  Company  were  devel- 
oping a  water  supply  in  that  section  of  the  country  which  was  more 
or  less  of  an  experiment,  and  from  which,  if  succo^ssful,  our  company 
[the  Santa  Fe]  would  reap  considerable  benefit." 

Kern  Junction  to  Needles. — ^The  tariff  rate  on  crude  oil  via  the 
Santa  Fe  from  Kern  Junction  to  Needles  was  $8  a  ton.  Needles  is  in 
the  southe^astem  part  of  California,  near  the  Arizona  })order.  Against 
this  tariff  rate  the  Santa  Fe  allowed  to  the  Murphy  Water,  Light  and 
Ice  Company  a  rate  of  $2.30i  per  ton.  Shipments  under  this  rate 
were  fairly  heavy,  rebates  to  the  consignee  during  the  first  seven 
months  of  1905  amounting  to  over  $4,000.  It  should  be  stated  that  the 
Murphy  Water,  Light  and  Ice  Company  has  special  arrangements  with 
the  Santa  Fe  to  supply  it  with  ice  and  water  at  Needles,  and  tliat  this 
special  rate  was,  according  to  the  Santa  Fe,  based  on  this  arrangement. 

Rate  to  Fresno. — A  concession  was*  also  made  by  the  Santa  Fe  on 
certain  shipments  of  crude  oil  from  Itekersfield  to  Fresno.  The  tariff 
rate  of  the  Santa  Fe  on  crude  oil  from  Bakersfield  to  Fresno  was  9 
mills  per  gallon.  Claim  records  of  the  Santji  Fe,  however,  showed 
that  on  shipments  to  the  Fresno  Consumers'  Ice  Company  and  to  the 
Central  Brick  Company,  at  Fresno,  a  rate  of  three-fourths  cent  per 
gallon  had  been  allowed.  During  the  first  seven  months  of  1905  the 
refunds  to  the  ice  company  under  this  arrangement  amounted  to  about 
$650  and  to  the  Central  Brick  Company  to  about  $200.  According  to 
the  Santa  Fe,  this  rate  was  made  to  meet  a  similar  rate  to  Fresno  from 
the  Coalinga  field  over  the  Southern  Pacific. 

Section  20.  Eates  from  Bakersfield,  Gal.,  to  Jerome  Junction,  Ariz. 

An  instance  suggesting  a  possible  means  of  discrimination  was  found 
in  the  case  of  shipments  of  crude  oil  from  Bakersfield  to  tFerome  Junc- 
tion in  1904.  The  tariff  rate  to  Jerome  Junction  was  $8  per  ton,  but 
large  shipments  were  made  to  the  United  Verde  and  Pacific  Kailway  at 
a  rate  of  $6.27  per  ton.  This  rate  was  really  a  propoilion  of  a  through 
rate  of  $9.77  per  ton  to  Jerome,  out  of  which  a  division  sheet  provided 
for  an  allowance  of  $3.50  per  ton  to  the  United  Verde  and  Pacific  for 
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the  haul  from  Jerome  Junction  to  Jerome,  distance  of  only  26  mile«, 
leavinj]^  the  balance  of  the  rate,  or  ^.27,  up  to  Jerome  Junction 
as  the  proportion  of  the  Santa  Fe  for  a  haul  of  420  miles.  This  rate 
was  explained  by  the  Santa  Fe  on  the  ground  that  it  was  the  usual 
practice  of  railroads  to  make  special  rates  to  other  railroads.  The 
United  Verde  and  Pacific  liailway,  however,  is  owned  by  the  same 
interests  as  the  United  Verde  Copi>er  Company,  and  it  would  be  a 
very  easy  matter  to  apply  this  rate  on  shipments  to  the  copper  com- 
pany. There  is  no  evidence  that  the  rate  was  thus  misused,  and  it 
is  known,  moreover,  that  the  copper  company  received  a  large  amount 
of  coal.  Attention  is  called  to  this  rate  merely  to  illustrate  the 
dangers  of  discrimination  involved  in  the  common  ownei*ship  of 
industrial  enterprises  and  railroad  companies.  The  Santa  Fe  system 
would  have  had  practicalh^  no  means  of  knowing  whether  the  oil 
which  it  was  taking  to  the  United  Verde  and  Pacific  Railwa>^  Com- 
pany at  this  special  rate  was  all  consumed  by  that  company  or  whether 
a  portion  of  it  was  turned  over  to  the  copjx^r  company.  The  division 
sheet  providing  for  this  special  rate,  however,  specified  oil  '^consigned 
to  and  for  use  of  United  Verde  and  Pacific  llailwa3%"  and  it  should  be 
distinctly  understood  that  no  charge  is  made  that  there  was  actual 
discrimination  in  this  I'ate. 

V.  OTHER  rRREGULABITIES  AND  RECENT  CHANGES. 

Section  21.  Irregularities  on  the  Salt  Lake  route. 

The  San  Pedro,  Los  Angeles  and  Salt  Lake  Railroad,  the  new  line 
from  Los  Angeles  to  Salt  Lak(»  City,  commonly  known  as  the  Salt 
Lake  route,  does  not  have  a  heavy  trafKc  in  oil,  most  of  its  shipments 
being  to  points  not  far  distant  from  Los  Angeles.  It  was  found, 
however,  that  this  road  had  in  etrect  sonn^  special  inites  on  oil. 

Sk(  iiKT  UATKs  riiOM  Los  An(;klks  to  Long  J^kach,  Ckrritos,  and 
Alamitos. — The  rate  on  crude  oil  from  Los  Angeles  to  Long  Beach, 
over  the  Salt  Lake  route,  in  11^)5,  was  5  cents  per  hundred  pounds. 
The  Tnion  Oil  Company  made  a  numl)er  of  claims  for  a  rate  of  10 
cents  a  barrel,  or  a  little  more  thati  8  cents  per  hundred  pounds. 
Similar  claims  wore  made  by  the  Tnion  Oil  Company  for  the  same 
rate  on  shi[)ments  from  Los  Angeles  to  Cerritos  and  Alamitos,  CW. 
On  one  claim,  covering  r>tU'ars,  the  amount  of  the  refund  was§v>25.45. 

Skcijet  katk  from  East  Sax  Pkduo  to  Riveuside.— The  t^iriff 
rate  of  tin*  Salt  Lake  Road  from  Last  San  Pedro  to  Riverside,  in 
1904,  was  lo  ('(Mits  a  ))arrel,  covering  the  haul  to  Los  Angeles,  and  10 
cents  iK'v  hundnHl  pounds  Los  Angeles  to  Riverside.  The  Union  Oil 
Company  on  several  sliij)m(Mits  o))tained  a  special  rate  of  10  cent.s  per 
hundred  pounds.  Such  an  adjustment  was  made  on  16  cars  of  oil 
shipped    between    Septem))er  2  and  November  28,   1!)04,  the  refcikd 
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amounting  to  $295.86.  On  a  nimilar  claim,  covering  12  cars  shipped 
between  September  5,  1904,  and  April  10,  1905,  the  refund  amounted 
to  1249.71. 

The  three  claims  noted  were  the  only  ones  of  any  size  paid  to  the 
Union  Oil  Company  by  the  San  Pedro,  Los  Angeles  and  Salt  Lake 
Railroad,  as  shown  by  the  claim  records  of  the  Union  Oil  Company. 

Section  22.  Pacific  Coast  Eailway  rates. 

The  Pacific  Coast  Railway  is  a  short  line  wholly  within  the  State 
of  California,  running  back  from  Port  Harford,  on  the  coast,  76 
miles  to  Los  Oliv^os.  This  company  entered  into  a  contract  with 
the  Union  Oil  Company  covering  rights  of  way  for  a  pipe  line;  the 
Union  Oil  Company  agreed  to  ship  certain  oil  pending  the  completion 
of  its  pipe  line.  Under  this  arrangement  rates  of  freight  were  made, 
conditioned  upon  the  quantity  of  oil  shipped.  Thus,  if  the  Union  Oil 
Company  shipped  1,000  barrels  a  day,  the  rate  was  to  be  10  cents  per 
barrel;  if  it  shipped  from  1,000  to  1,250  barrels  per  day,  the  mte 
was  to  be  9  cents  per  barrel,  and  so  on  until,  if  shipments  reached  or 
exceeded  2,000  barrels,  the  i*ate  would  be  7  cents  a  barrel.  The  oil  was 
billed  at  10  cents  per  barrel,  this  being  designated  in  the  contract  as  a 
''temi)orary  rate."  The  Pacific  Coast  Railway  offered  to  carry  oil  for 
other  producers  at  8^  cents  a  barrel  if  they  would  ship  10  cars  a  day 
and  furnish  cylinder  tanks  to  be  mounted  on  the  company's  flat  cars. 

Section  23.  Aggregate  amount  of  rebates  and  direct  concessions  on  oil. 

The  above  discussion  covers  the  more  important  of  the  discrimina- 
tions mentioned  in  the  table  on  pages  404  and  405.  It  will  be  noted  that 
no  rebates  were  found  on  shipments  from  Bakcrsfield  to  San  Francisco 
or  to  Los  Angeles.  On  a  few  shipments  by  the  Associated  Oil  Com- 
pany from  Bakersfield  to  Los  Angeles  in  June,  1904,  refunds  were 
made  to  that  company  to  correct  an  error  of  the  Southern  Pacnfic 
Company  in  billing  oil  at  a  rate  of  1.2  cents  per  gallon  aft^r  a  reduc!- 
tion  in  the  open  rate  to  9  mills  per  gallon  had  been  published.  As  the 
Associated  Oil  Company  was,  at  the  time  these  shipments  were  made, 
clearly  entitled  to  the  9-mill  rate,  it  would  be  improper  to  designate 
these  adjustments  as  rebates. 

It  has  not  been  practicable  in  all  cases  to  give  the  total  amount  of 
rebates  under  the  various  discriminations,  since  a  large  amount  of  time 
would  have  been  required  to  compile  this  information.  It  is  safe  to 
say,  however,  that  the  totiil  re])ates  paid  by  California  railroads  in 
1904  under  the  secret  rates  discovered,  together  with  the  benefit  from 
such  secret  i-atcs  when  ai)plied  directly  on  the  billing,  amounted  to 
about  $200,000,  and  that  of  this  amount  the  Standard  Oil  Companv 
and  the  Pacific  Coast  Oil  Company  received  about  $100,000. 


444 


TBANSPOBTATION  OP  PETROLEUM. 


Section  24.  Eevision  of  California  oil  rates  since  investigation  was  com- 
menced. 

As  ill  other  sections  of  the  country,  a  somewhat  extensive  revision 
of  rates  on  oil  has  been  made  by  leading  California  railroads  since  the 
investigation  of  the  Bureau  was  undertaken,  and  there  Is  no  injustice 
in  regarding  these  revisions,  in  many  instances,  at  least,  as  a  virtual 
admission  of  the  unfairness  of  the  previous  rates.  In  other  cases  it 
would  appear  that  discrimination  has  been  continued  and  that  the 
change  has  been  merely  to  publish  rates  which  had  previously  been 
secret.  A  partial  list  of  the  changes  in  oil  tariffs  of  the  Southern 
Pacific  Company  and  the  Santa  Fe,  made  since  the  records  of  those 
companies  were  investigated,  is  given  in  the  following  table: 

RECENT  REVISIONS  OF  SECRET  OIL  TARIFFS  IN  CALIFORNIA. 
Southern  Pacific  Company. 


From— 


BakersHeld  and  Ccxilinga 
Bakewfiekl 

Do 

Do 


To— 


Commodity. 


Keswick.., 
Anderson. 
Redding.. 
Red  Bluff. 


Do Middle  Creek' 

Do Lamoine ' 

Do I  Floriston \ 

Do I  Salton ' 

Ho Chico 

Do Boca ! 


Crude  oil . 

do.... 

do.... 

do.... 

do.... 

do.... 

do.... 

do.... 

do.... 

do.... 


Richmond. 


I 


^voth ' do  . 

I 


Former 
tariff  rate. 


2f  gal 

2fgal 

2^  gal 

2^  gal 

2egal 

2.5«gal.... 

2egal 

$7  ton , 

1.5«gal.... 

2egal 

0.  (I67e  gal . . , 

2Hcwt 

7.5^cwt 


Do Marysville  ..    Refined  oil 

Do Sun  Jose do 

Do Oakland do ■  75cton... 

Coalinga |  Rcodlcy Crude  oil 1.39cgal. 

BakcrsJicld Sanlu  Cruz  ..' do '  1.2cgal.. 

Ivos  Angeles '  Salton do '  $5  ton 


Former 
secret  rate. 


1.4^gal 

Lie  gal 

L4egal 

L4egal 

L4fgal 

L2tgal 

L5egal 

«6ton 

L2*gal 

1.  Be  gal 

0.357egal... 
17.5tcwt  ... 

Gf  cwt I  6t  cwt. 

ftOeton I  60e  ton. 

0.9e  gal....'  0.9egal. 


Present 
tariff  rate. 


L«fgal. 

L4fgal. 

L4egal. 

L4fgaL 

IMgnl. 

2.253tgal. 

1.5tgaL 

S5ton. 

L2egal. 

L5egal. 

0. 857e  gal. 

17.  fie  cwt. 


O.aegal. 
?3ton.  . 


L2egal. 
IK)  ton. 


Atchison,  Tftpeka  and  Santa  Ft  Railway. 


Rcdondo Los  .Vngele; 


Do 

Do 

Do 

Bakcrsficld 
Olinda  .... 

D.. 

Do 


Refined  oil lOe  cwt . . 

do 25eewt.. 

do 12ecwt.. 

do 30ecwt.. 

Crude  oil 92.7c  bbl. 

do $1.50 ton. 


7.5e  bbl  a  .. 
7.Eieewt ... 

5ecwt 

25e  cwt 

60.4ebbl... 
10*  bbl  .... 


San  Diepo  . 

PasadeTui.. 

Redlands.. 

San  Dicj,'0  . 

Redondo  . . 

I^)s  AuKcles  . ' do f>e  cwt I  lOe  bbl 

Val  Vcrdc...' do 13e  <'wt I  10*  cwt 

InKlewocxl  . .  • do 7.5<!  cwt 10*  bbl 

Los  Aiim-lcs Vonlcmont do S3.40  ton $2.60  ton I 

Do Devorc do S^.tU)  ton . . . .    $2.G0  ton....- 

I>o Santa  Monii-a    Rclincd  oil 10*  cwt I  5*  cwt ' 

San  Dicj^'o Esc-ondido...,  Rcfincil  oil,  CL...    14*  cwt '  10*  cwt 

do I  Refined  oil,  LCL  .    is*  cwt '  15*  cwt 


Do.... 
Ks<'oinli<lo 


Occanside  .. 


.do. 


If.*  cwt I  5*  cwt 


7.5*  bbl. 
7.5*  cwt. 
5*  cwt. 
25*  cwt. 
60.4*  bbl. 
10*  bbl. 
10*  bbl. 
$2  ton. 
10*  bbl. 
13*  cwt. 
13*  cwt. 
9*  cwt. 
10*  cwt. 
15*  cwt 
6*  cwt. 


a  Of  42  gallons. 
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Section  25.  Complaints  of  advance  information  of  changes  in  rates. 

Reduction  of  rate  from  Bakersfield  to  Los  Angi!:i.es.— It  is 
apparent  from  the  previous  discussion  of  special  nites  that  some 
shippers  were  advised  of  these  in  advance  of  others.  Complaints  were 
made  in  California  to  the  effect  that  some  of  the  lar^e  oil  shippers  were 
also  given  advance  information  by  railroads  in  regard  to  published 
changes  in  rates,  especially  of  reductions,  and  that  such  information  had 
enabled  the  favored  shippers  to  secure  contracts  prior  to  the  actual 
publication  of  the  reduction.  Such  complaints  were  especially  numer- 
ous in  regard  to  contracts  alleged  to  have  been  taken  by  the  Associated 
Oil  Company  in  and  al)out  the  city  of  Los  Angeles  in  the  early  part 
of  1904.  The  freight  rate  on  crude  oil  from  Bakersfield  to  Los 
Angeles  was  reduced  on  June  1,  1904,  from  1.2  cents  per  gallon,  or 
50.4  cents  per  barrel,  to  9  mills  per  gallon,  or  37.8  cents  per  barrel. 
Assertions  were  f  reel}^  made  among  independent  producers  that  in  the 
early  part  of  1904,  the  Associated  Oil  Company  placed  a  considemble 
number  of  contracts  in  Los  Angeles  at  prices  less  than  the  freight 
rate  then  in  effect  of  50.4  cents  per  barrel,  plus  the  open-market  price 
of  oil  at  Bakersfield,  or  plus  any  reasonable  allowance  for  the  actual 
cost  of  production.  When,  on  June  1,  the  freight  rate  was  reduced 
to  9  mills  per  gallon,  the  impression  was  created  that  the  Associated 
Oil  Company  in  making  these  alleged  contracts  had  been  aware  that 
a  reduction  in  the  freight  rate  was  pending. 

This  was  denied  by  an  oiBcer  of  the  Associated  Oil  Company,  who 
stated  that  he  had  no  advance  information  of  a  reduction  in  the  rate. 
He  further  denied  that  his  company  had  taken  any  contracts  in  Los 
Angeles  at  less  than  the  lield  price  of  oil  plus  the  open  freight  rate, 
with  the  exception  of  a  contract  with  the  Pacific  Electric  Company,  at 
45  cents  per  Imrrel,  which  was  taken  shortly  before  the  AsswiatcKi 
Oil  Company  secured  an  interest  in  wells  in  the  vicinity  of  Los  Angeles, 
from  which  deliveries  under  this  contract  were  subsequently  supplied. 
This  interest  in  producing  property  near  Los  Angeles  was  acquired  by 
the  purchase  of  half  the  stock  of  the  Amalgamated  Oil  Company.  The 
Associated  Oil  (company,  after  this  deal  was  made,  turned  over  to  the 
Amalgamated  Oil  Company  a  large  number  of  contracts  for  the 
delivery  of  fuel  oil  in  southern  California,  which  it  had  previously 
secured  and  which  had  been  tilled  with  oil  from  Bakersfield  or  Coalinga. 

A  list  of  contracts  so  purchased  by  the  Amalgamated  Oil  Company 
from  the  Associated  Oil  Company,  as  furnished  by  the  former  con- 
cern, showed  only  one  in  the  first  six  months  of  1904  at  less  than  the 
open  freight  rate  plus  the  Held  pri(M^,  of  the  oil.  One  contract,  accord- 
ing to  this  list,  was  made  on  .lanuarv  8,  11M)4,  at  42. 1  cents  per  barrel 
delivered  atl^s  Angeles,  a  tigure  too  low  to  be  explained  by  advance 
notice  of  the  reduction  in  the  freight  rate.  In  the  latter  part  of  1904, 
after  the  reduction  in  tlie  open  rate  had  been  made,  a  number  of  con- 
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tracts  were  placed  by  the  Associated  Oil  Company  at  prices  ranging 
from  45  cents  to  55  cents,  but  as  by  that  time  the  company  had 
arranged  to  secure  a  supply  of  oil  from  the  local  fields  about  Los 
Angeles,  these  contracts  would  not  necessarily  have  significance  in 
connection  with  possible  concessions  in  freight  raters. 

On  the  basis  of  information  actually  obtained,  therefore,  it  does  not 
appear  that  there  is  evidence  to  support  the  charge  that  the  Associates! 
Oil  Company  received  advance  information  of  the  reduction  in  this 
Bakersfield-Los  Angeles  rate. 

Reduction  of  rate  to  1\[cson,  Ariz. — Another  complaint  of 
this  nature  which  attracted  considerable  attention  in  California  news- 
papers was  that  the  Associated  Oil  Company  had  taken  a  contract  to 
sell  fuel  oil  to  the  city  of  Tucson,  Ariz.,  at  a  delivered  price  of  $1.22 
per  barrel  at  a  time  when  the  freight  rate  alone  from  Bakersfield, 
the  shipping  point  of  the  Associated  Oil  Company,  to  Tucson  was 
$8  per  ton,  or  about  §1.38  per  barrel,  and  that  after  the  contract  had 
been  placed  the  nite  was  reduced  to  $G  per  ton,  or  about  ^1  per  liar- 
rel.  The  obvious  inference  was  that  the  Associated  Oil  Company,  in 
making  its  contract  at  $1.22,  had  ))een  aware  that  a  reduction  in  the 
freight  nite  to  the  basis  of  $1  per  barrel  was  jjending. 

This  complaint  is  not  substantiated.  The  facts  in  the  case  appear 
to  be  as  follows:  In  March,  1905,  the  Associated  Oil  Company  did 
enter  into  a  contract  to  deliver  oil  to  the  city  of  Tucson  at  a  deliv- 
ered price  of  J?1.22  p(M-  barrel.  The  open  freight  mte  at  that  time, 
however,  was  ^i\  jxm*  ton,  and  had  been  §♦>  per  ton  since  December  17, 
1904,  and  cxci^pt  tor  a  p*M*iod  between  November  18, 1904,  and  Decem- 
ber 17,  1904,  hud  IxHMi  >^<;  a  ton  since  May  9,  1903.  On  November  18, 
1904,  the  Southern  racilic  Conii)any  made  the  rate  non intermediate 
with  Tombstone,  which  had  th(^  effect  of  raising  it  to  $8  per  ton,  but 
the  §()  charge  was  restored  by  making  the  rate  intermediate  on  Decem- 
ber 17,  ltK)4. 

Examination  of  the  tariffs  of  the  Southern  Pacific  at  the  offices  of 
of  the  Interstate  Commerce  Commission  showed  that  tariffs  covering 
the  various  changes  in  this  rate  had  been  properly  tiled.  At  the  time 
that  the  Associati^d  Oil  Company  ph\ced  this  contract,  therefore,  the 
published  rate  of  freight  was  ch^arly  J?<>  per  ton.  On  the  other  hand, 
in  the  face  of  this  published  rate  of  >>(>  per  ton,  two  independent 
shippers  of  oil  were,  shortly  before  this  contract  was  placed,  (pioted  a 
rate  of  Ss  per  ton,  and  from  two  diffenMit  ollices  of  the  Southern  Pacific 
Company;  in  one  instance  the  Los  Angeles  agency  and  in  the  other 
that  at  Hakersfield.  The  Bak(»rsfield  agent  of  the  Southern  Pacific 
claimed  that  the  error  was  discovered  and  the  correct  rate  almost 
innnediately  rei)orted  to  the  shipper.  In  the  case  of  the  $8  quotation 
given  out  by  thi^  Los  Angc^les  office,  which  is  supi)()rted  by  a  written 
memorandum  whicli  the  Bureau  has  in  its  possession,  the  rate  clerk 
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giving  this  quotation  submitted  an  affidavit  that  this  quotation  was  an 
error,  and  wholly  his  own  error,  and  that  no  superior  officer  of  the 
Southern  Pacific  Company  was  in  any  way  responsible  for  it. 

While  it  appears  that  these  quotations  were  in  each  case  genuine 
errors,  it  is  nevertheless  surprising  that  some  two  months  after  the 
$6  rate  from  Bakersfield  to  Tucson  had  been  restored,  an  $8  rate 
should  ]>e  quoted  two  independent  shippers  by  two  different  officers 
of  the  railroad  company. 

Another  and  much  more  peculiar  circumstance  is,  that  the  Associ- 
ated Oil  Compan}'  itself  apparently  did  not  become  aware  of  this  $6 
rate  into  Tucson  for  many  months  after  it  was  put  into  effect.  This 
was  disclosed  by  an  investigation  of  the  claim  records  of  the  Asso- 
ciated Oil  Company,  which  indiciited  that,  although  the  $6  rate  had 
been  put  into  effect  in  May,  1003,  it  was  unknown  to  the  Associated 
Oil  Company  until  about  December,  11)03.  It  was  found  that  in 
January,  1901:,  the  Associated  Oil  Company  made  claim  upon  the 
Southern  Pacific  ('ompany  for  a  refund  of  $2  per  ton  on  shipments  of 
five  cars  of  oil  from  Hakersfield  to  Tucson  during  the  months  of 
November  and  December,  1903.  Shortly  after  this  another  claim  was 
filed  covering  18  cars  of  oil  from  Bakei*stield  to  Tucson  from  October, 
1902,  to  October,  1903.  This  claim  was  later  amended  to  include  only 
10  cars,  shipped  between  May  9,  1903,  and  October  17,  1903.  This 
amendment  of  the  claim  was  in  accordance  with  a  letter  from  the 
Southern  Pacific  Company  stating  that  as  the  $6  nite  had  been  in  effect 
only  since  Ma}'  9,  1903,  the  8  cars  shipped  prior  to  that  date  could  not 
take  the  lower  rate.  There  were  a  number  of  other  claims  filed  in  the 
same  manner  and  paid.  On  one  of  these  it  was  noted  that  the  $(>  rate 
was  ''quoted  to  us  December  last''  (that  is,  December,  1903).  In 
other  words,  the  claim  records,  as  well  as  the  f)illiug  records,  indicated 
that  even  the  Associated  Oil  Company  did  not  know  of  this  $6  rate 
for  several  months  after  it  went  into  effe(*t. 

It  would  appear,  then^fore,  that  the  Associated,  after  discovering 
this  rate,  overhauled  its  l)illing  records  and  rendered  claims  for  all 
shipments  at  the  higher  rate.  This  ignorance  of  the  rate  may  have 
been  due  in  part  to  the  fact  that  the  Southern  Pacific  tariffs  do  not 
name  a  rate  to  Tucson  specifically,  but  that  this  rate  is  based  on  the 
rate  to  Tombstone,  and  that  by  printing  the  letters  '"INT"  against 
the  rate  to  Toml)stone  it  became  applicable  to  Tucson,  whereas  In^ 
entering  the  letters  ''iSl''  it  was  made  inapplicable  and  Tucson  then 
took  an  $8  rate.  The  claim  records  of  the  Associated  Oil  Company 
showed  that  claims  on  the  basis  of  $6  per  ton  were  being  paid  in  the 
latter  part  of  1904.  This  use  of  an  $8  rate  in  the  billing  of  shipments 
during  the  latter  part  of  1903  and  a  considerable  part  of  1904  may 
explain  the  quotation  of  an  $8  rate  in  the  early  part  of  1905. 

It  may  be  further  noted  that  the  Associated  Oil  Company  obtained 
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rebates  from  the  Southern  Pacific  Company  to  the  basis  of  $6  per  ton 
on  shipments  made  durinjr  the  period  when  the  rate  from  Bakersfield 
to  Tucson  was  noninternuKliate  and  according!}^  ^  per  ton.  Thus  on 
shipments  made  between  November  18,  1904,  and  December  17,  IIKH, 
duririj^  which  period  the  rate  was  |W  per  ton,  the  Associated  Oil  Corn- 
pan}'  obtained  a  rebate  of  Jf2  per  ton  on  seven  cars. 

Section  26.  Bates  from  Bakersfield  to  Phoenix,  Tempe,  and  Mesa  over  the 
Southern  Pacific. 

Another  instant^e  suggestive  of  advance  information  m  i*ates  and 
involving  a  violation  of  tariffs  occurs  in  the  case  of  rates  from  Bakers- 
field, Cal.,  to  Phoenix,  Tempe,  and  Mesa,  Ariz.,  over  the  Southern 
Pacific  Company's  lines.  A<*cording  to  tariffs  of  the  Southern  Pacific 
Company,  filed  with  the  Interstate  Commerce  Commission,  the  rate  on 
crude  oil  from  Bakersfield  to  the  Arizona  points  mentioned  was  $8 
per  ton  for  several  years  prior  to  December  27,  1904,  when  a  reduc- 
tion was  made  to  $6  per  ton.  There  had  been  a  rate  of  ^jd  per  ton  in 
effect  from  Los  Angeles  to  the  same  points  since  1898,  and  this 
was  reissued  on  May  10,  1904,  but  in  reissuing  the  rate  from  Ix)s 
Angeles  there  was  nothing  said  in  the  tariff  to  indicate  that  this  reduc- 
tion would  apply  from  any  other  point.  An  inspection  of  the  waj'- 
billing  n^cords  of  the  Southern  Pacific  (>ompany  at  Oil  City  (Bakers- 
field), however,  showed  that  oil  was  billed  into  Phoenix  from  Bakers- 
field prior  to  December  21,  1904,  at  a  rate  of  $6  per  ton.  These  ship- 
mont.s  were  not  numerous,  but  there  were  several  in  November,  1904, 
or  s()m(^  weeks  hcforo  the  }p()  rate  was  made  applicable  from  Bakers- 
fiiOd. 

EviDKNCE  OF  DISCRIMINATION  IX  iiiis  HATE. — At  the  samc  time 
that  this  rate  of  ^()  per  ton  was  being  used  on  some  shipments  from 
Hakerstiold,  tho  local  agent  of  the  Southern  Pacific  Company  at  Los 
Angol(»s  quoted  th<*  Tnion  Oil  Company  of  that  city  a  rate  of  $8  per 
ton  from  BakiMsficld  to  Phoenix,  Ariz.  This  was  shown  by  a  written 
rate  nicnionuuhnn  of  the  Southern  Pacific  Company,  dated  IjOs 
Angeles,  Doceinhor  2,  11MJ4,  which  clearly  quoted  the  t>8  rate.  A 
representative  of  tlu^  Union  Oil  Company,  in  commenting  upon  this 
([notation,  made  the  following  statement: 

In  tlu'  spring'  of  1U04,  Mr.  H.  K.  Heard,  of  the  Bartlett-Heani  Land  and  Cattle 
Company,  asktvl  \is  for  ])rices  <»n  (TikIc  oil  of  not  lens  than  14°  gravity.  On 
May  L'.'I,  11H)4,  I  nanie<l  him  a  ])ri(v  (»f  27  cents  per  barrel,  f.  o.  b.  Bakersfield,  or  of 
$1.57  (Irlivcnd  at  Thoenix,  Ariz.,  basin*;  the  price  delivered  on  a  freight  rate  of  $8 
per  ton  from  r>akerslii'l(l,  this  rate  b«'inir  etjnivalcnt  to  almost  exactly  $1.30  per  bar- 
rel. On  June  29,  11M)4,  Mr.  Heard  advise«l  m«»  that  he  had  placed  the  contract  else- 
\N  hen*.  On  Fehrnary  22d  of  this  year  [nH).">,]  when  I  was  in  Phoenix,  he  t<  Id  metliat 
h«'  had  clnxd  the  iontract  with  the  Standard  Oil  Comj>any  at  $1.25  per  barrel  soon 
after!  submitted  my  bid.  The  o]>en  frei^dit  rate  from  Bakersfield  to  Phoenix  on 
crude  oil,  at  the  time  thene  contrat^trf  were  made,  was  $A  ner  ton,  or  about  $1.30 
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per  barrel.  This  was  5  cents  above  the  delivered  price  made  by  the  Standard  Oil 
Company.  I  do  not  know  that  the  Standard  Oil  Company  phipped  this  oil  from 
Bakersfield.     It  may  have  gone  from  Los  Angeles. 

From  the  above  it  will  be  seen  that  the  contract  in  question  was 
made  in  May,  shortly  after  the  rate  of  $6  per  ton  from  Los  Ang-eles  to 
Phoenix  was  reissued  by  the  Southern  Pacific  Company.  Among*  the 
shipments  of  crude  oil  from  Bakersficld  in  November,  11*04,  at  a 
$6  rate,  were  several  by  the  Standard  Oil  Company  to  the  Bartlett- 
Heard  Ijand  and  Cattle  Company,  at  Peterson,  which  took  the  same 
tariff  rate  as  Phoenix.  The  local  agent  of  the  Southern  Pacific  Com- 
pany at  the  Oil  City  Station  (Bakersfield)  furnished  as  his  authority 
for  this  $6  rate  an  advance  notice  authorizing  such  a  charge,  effective 
May  10,  1904,  from  Los  Angeles,  Bakersfield,  and  Coalingji  to 
Phoenix,  Tempe,  and  Mesa.  This  is  the  date,  it  will  be  noticed,  on 
which  the  $6  rate  was  reissued  as  applicable  from  Los  Angeles  onl}'. 
No  advance  notice  in  May,  1904,  applying  this  $6  rate  from  Bakers- 
field, could  be  located  in  the  files  of  the  Interstate  Commerce  Commis- 
sion. This,  as  already  stated,  indicated  that  December  27,  1904,  was 
the  earliest  date  at  which  an  ^  rate  on  crude  oil  from  Bakersfield  to  the 
points  mentioned  was  openl}'  quoted  by  the  Southern  Pacific  Company. 
Furthermore,  tariffs  furnished  by  the  Southern  Pacific  Company  to 
the  Bureau  exactly  agreed  with  those  filed  with  the  Interstate  Com- 
merce Commission.  From  all  of  the  above  facts  it  would  appear  that 
the  Standard  Oil  Company,  in  making  its  contracts  in  May,  1904,  with 
the  Bartlett-Heard  Land  and  Cattle  Company,  had  been  advised  that  a 
rate  of  $6  per  ton  would  be  applica])le  from  Bakersfield. 

The  billing  records  of  the  Southern  Pacific  Company  also  showed 
several  shipments  by  the  Associated  Oil  Company  to  Phoenix  at  a  rate 
of  ^  per  ton  while  its  tariff  rate  was  $8  per  ton.  In  connection  with 
these  charges  that  advance  information  of  reductions  in  rates  has  been 
given  to  favored  shippers,  it  may  be  noted  that  the  billing  records  of 
the  Sante  Fe  system  on  shipments  of  crude  oil  to  various  Arizona 
points  in  several  instil ncos  showed  that  mtes  had  been  used  for  some 
days  before  they  were  in  effect  according  to  pu}>lished  tariffs. 

Section  27.  Explanations  of  favored  interests. 

Representatives  of  the  Standard  Oil  Comptmy  submitted  a  statement 
in  regard  to  the  various  discriminations  in  oil  rates  in  California  almve 
outlined.  The  l)urden  of  this  statement  is  that  the  Standard  Oil 
Company  assumed  that  the  secret  rates  which  it  obtanied  were  open 
to  all  alike.  A  similar  position  was  taken  by  the  Associated  Oil  Com  - 
pan}-.  The  Standard  Oil  Company,  furthermore,  undertook  to  dis- 
miss the  matter  on  the  ground  that  these  rebates  were  on  Stpte  business. 

In  view  of  the  facts  disclosed  by  this  report,  no  connnent  is  n(*ces- 
sary  on  these  answers.     It  is  true  that  these  companies  did  not  enjoy 
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all  of  the  secret  rates  discovered,  the  benefit  in  some  instances  going 
exclusively  to  the  consignee,  but  it  has  been  conclusively'  shown  that 
the  independent  shipper  of  oil,  with  but  very  few  exceptions,  was  not 
given  the  benefit  of  these  special  rates,  although  they  were  very  gen- 
erally enjoyed  by  the  Standard  Oil  Company,  and  to  a  less  extent  by 
the  Associated  Oil  Company. 

Representatives  of  the  Standard  Oil  Company'  also  contended  that 
the  oil  business  on  the  Pacific  coast  was  a  new  one,  and  that  before  it 
had  been  systematized  there  were  overcharges,  not  to  the  Standard 
Oil  Company  alone  but  to  everyone  engaged  in  the  industry.  In  view 
of  what  has  been  shown,  it  seems  hardly  necessary  to  say  that  the  Bureau 
is  fully  aware  of  the  distinction  between  an  overcharge  proper  and  a 
rebate.  The  Bureau  has  examined  hundreds  of  overcharge  claims, 
and  where  these  were  obviously  warmnted  because  of  genuine  error 
no  attention  whatever  has  been  paid  to  them  in  this  report.  Further- 
more, most  of  the  important  claims  of  the  Southern  Pacific  Company 
described  in  this  report  were  not  kept  in  the  regular  overcharge-claim 
file,  but  wQvc  kept  in  a  special  file  in  the  custody  of  the  general  freight 
agent,  which  file  was  not  submitted  to  an  agent  of  the  Bureau  until 
the  tile  first  examined  was  found  to  ))e  incomplete  and  a  further  request 
made.  The  claim  that  the  oil  business  of  the  Pacific  coast  was  a  nc^v; 
one  and  that  tariffs  had  not  been  systematized  is  hardly  worthy  of 
mention.  Moreover,  the  claim  records  of  the  Southern  Pacific  Com- 
pany showed  no  claims  paid  to  fourtc^en  of  the  principal  refineries  com- 
peting with  the  Standard  Oil  Company,  and  the  general  freight  agofit 
of  that  comi)any  admitted  that  these  competitors  had  not  received  any 
special  rate  from  his  company.  In  fact,  the  only  competing  company 
owning  a  refinery  which  a|)pears  to  liave  ol)tnined  such  special  rates 
on  either  the  Southern  Pacific  or  Santa  Fe,  with  one  or  two  very  unim- 
portant exceptions,  was  thi»  Union  Oil  Company;  and  it  has  been  shown 
that  while  this  company  o])tained  a  number  of  secret  rates  it  was  at 
the  same  time  tlatly  denied  several  such  rates  which  were  allowed  the 
Standard  Oil  Comi)any  or  the  Associated  Oil  Company. 

The  general  position  of  the  railroads  is  that  these  secret  rates  and 
concessions  wimc  granted  in  order  to  protect  their  revenue  by  holding 
traffic  which  might  have  ])een  liandled  by  water  or  pipe  line  or  teams, 
or  which  might  have  been  displaced  by  the  comp(»tition  of  other  fuel. 
The  failure^,  to  publish  such  rates  was  defended  on  the  ground  that 
competing  carriers,  not  being  subjc^ct  to  the  jurisdiction  of  the  State 
lailroad  conunission,  might  force  still  lower  rates.  The  obvious 
answer  to  this  argument  is  that  the  use  of  secret  i*ates  in  this  manner 
is  clearly  liable  to  serious  discrimination  and  that  such  discrimination 
has  actually  resulted  from  their  use  in  California.  It  has  been  conclu- 
sively shown  that  these  secret  rat(\s  were  applied  in  such  a  way  ai$  to 
Konofit  almost  exclusivel}'  a  few  large  patrons  of  the  railroads. 
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Section  28.  Effect  of  these  discrimmations. 

It  has  been  shown  that  the  leading  railroads  of  California  have  dis- 
criminated sharply  in  the  rates  charged  upon  petroleum  oil.  The 
Standard  Oil  Company  has  not  been  the  solo  recipient  of  secret  rates, 
but  it  is  apparent  that  that  company  and  its  ally,  the  Pacilic  C^ast  Oil 
Company,  have  been  more  extensively  favofed  than  any  other  shipper. 
Indeed,  these  companies  appear  to  have  obtained  more  favorable  treat- 
ment than  the  Associated  Oil  Company  itself,  despite  the  close  con- 
nection of  that  concern  with  the  Southern  Pacific  Compan}'.  This 
may  be  due,  in  part,  to  the  fact  that  the  payment  of  rebates  to  the 
Associated  Oil  Company  by  the  Southern  Pacific  Company  is  largely 
a  matter  of  tmnsferring  money  from  one  pocket  to  another,  to  the 
extent  that  the  Associated  Oil  Company  is  owned  by  the  Southern 
Pacific  Compan} %  and  that  there  is  no  especial  inducement  to  the 
Southern  Pacific  to  pay  money  to  the  Associated  Oil  Company  for  the 
pui'pose  of  paying  dividends  on  stock  held  by  outsiders.  As  will 
be  shown  later,  the  Associated  Oil  Company  has  received  favors 
of  another  sort,  particularly  in  respect  to  facilities,  which  cost  the 
Southern  Pacific  nothing  to  gi*ant  except  the  good  will  of  miscel- 
laneous shippers. 

It  is  especially  clear  that  the  average  producer  was  wholly  denied 
the  secret  rates  thus  granted  the  Standard  Oil  Company  and  a  few 
other  favored  patrons  of  the  railroad.  Independent  shippers,  on  ask- 
ing for  rates,  have  been  (quoted  the  full  tariff  charges  at  the  same  time 
that  the  secret  rates  have  been  granted  to  a  favored  few.  The  osten- 
sible policy  of  quoting  secret  rates  to  the  consignee  only  has  been 
departed  from  when  the  Standard  Oil  Company  was  the  shipper.  The 
result  of  these  discriminations  has  been  to  exclude  the  independent 
producer  from  securing  business  which,  under  equal  freight  rates,  he 
w^ould  have  obtained.  Furthermore,  ])y  thus  limiting  his  nmrket,  they 
have  forced  the  independent  producer  to  a  greater  and  greater  extent 
to  sell  his  product  to  one  or  two  large  companies  which  secured  such 
secret  rates.  That  the  advanbige  thus  secured  by  large  producing 
interests,  like  the  Standard  Oil  Company,  has  been  a  factor  in  depress- 
ing the  price  paid  the  independent  producer  for  his  oil,  there  can  be 
no  reasonable  doubt. 

Much  stress  has  been  laid  by  representatives  of  the  Standard  Oil 
Company  on  the  fact  that  consumers  obtain  the  benefit  of  secret  rates 
in  the  form  of  lower  prices  for  oil.  It  can  not  be  emphasized  too 
strongly  that  this  is  no  excuse  for  a  secret  rate.  Particularly  is  this 
true  because  of  the  fact,  already  noted,  that  the  price  of  crude  oil  in 
California  is  undoubtedly  low,  and  especially  so  on  the  basis  of  its  fuel 
value  as  compared  with  coal.  The  independent  producer  is  obviously 
entitled  to  the  same  rates  under  the  same  conditions  as  those  obtained 
by  the  Standard  Oil  Com  pan  \-  oi*  any  other  large  concern.     The 
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injustice  of  granting  secret  rates  to  these  large  interests  is  in  no  way 
mitigated  by  the  fact  that  the  benefit  was  passed  on  to  the  consumer. 
The  important  consideration  involved  is  that  these  secret  rates  dii'ectly 
contributed  to  give  the  favored  shippers  a  dominating  influence  in  the 
industry.  Indeed,  it  appears  that  these  rebates  were  especiall}'  desired 
for  this  purpose  rather  than  for  the  actual  amount  of  mone}^  involved 
in  the  rebate  itself. 

VI.  OPEN  ABBANGEMENT  OF  CALIFGBNIA  Oil.  BATES. 

Section  29.  Crude  oil  rates  from  Bakersfield  to  San  Francisco. 

The  principal  fuel-oil  markets  in  California  being  in  San  Francisco 
and  Los  Angeles  and  their  immediate  vicinity,  and  the  largest  fuel-oil 
field  being  at  Kern  River,  just  outside  of  Bakersfield,  it  naturally  fol- 
lows that  interest  in  railroad  rates  on  crude  oil  in  California  is  largely 
centered  in  the  charges  from  Bakersfield  to  San  Francisco  and  Los 
Angeles.  For  some  time  before  the  development  of  the  Kern  River 
field  no  specific  tariflFs  on  crude  oil  were  in  effect  to  San  Francisco, 
crude  oil  simply  tiiking  the  class  rate.  In  1897,  however,  a  commod- 
ity tariff  was  put  into  effect  by  the  Southern  Pacific  naming  a  rate  of 
1.2  cents  per  gallon  on  crude  oil  between  Bakersfield  and  San  Fran- 
cisco, and  in  April  of  the  following  year  the  charge  was  reduced  to  1 
cent  a  gallon.  This  lower  rate  was  not  satisfactory  to  shippers,  and 
in  11*<>2  the  California  State  Railroad  Commission  ordered  a  further 
reduction  of  10  per  cent,  making  the  rate  1)  mills  per  gallon,  or  37.8 
cents  per  l)an'el,  not  including  a  switching  or  local  charge  from  the 
field  into  Bakersfield  proper  or  the  stiite  toll  at  San  Francisco.  The 
history  of  the  crude-oil  rate  from  Bakersfield  to  San  Francisco  has 
therefore  been  as  follows: 

Prior  to  Jan.  1,  1S07 Chu^s  rate. 

Jan.  1,  1S*<7,  to  Ai)r.  K),  1SU8 1.2(1^  i>er  pil.,  or  50.4<!  i)er  bbl. 

Apr.  IT),  1S9S,  to  May  6,  V.m 1<;  por  jrai.,  or  42e  per  bbl. 

May  •'»,  l<>02,  to  tlie  prcpont  tiiiH^ 9  nulls  i>or  gallon,  or  37.8^  per  bbl. 

At  oi^'>i  pounds  to  the  barrel,  the  rate  of  37.8  cents  per  barrel 
is  (Hiuivalent  to  al)out  IH  cents  a  hundred  pounds.  This  charge 
for  a  haul  of  314  ujiles  amounts  to  a})out  7 J-  mills  per  ton  per  mile. 
As  it  a[)plies  ovtM*  a  route*  which  involves  heavy  grades  for  a  |>art  of 
the  distance,  it  can  not  be  regarded  as  excessive.  By  way  of  com- 
parison it  may  be  noted  that  the  rate  on  crude  oil  from  Kansas  City 
to  St.  Louis,  a  distance  of  277  miles,  is  17  cents  per  hundred  pounds. 
Under  the  new  maxiniuni  rate  law  in  Kansas,  which  is  generally 
regarded  as  very  lil>eral  to  the  shipper,  the  charge  for  a  314-mile  haul 
would  be  I'J.V  cents  per  hundred  i)ounds,  or  about  the  same  as  the 
rate  from  Bakersfield  to  San  Fnmcisco  after  adding  swit<.*hing  charge 
and  Sttite  tolls. 
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It  must  be  conceded,  from  these  comparisons,  that  as  far  as  the  rate 
from  Bakersfield  to  San  Francisco  is  concerned  shippers  have  no  seri- 
ous ground  for  complaint.  The  railroad  companies,  on  the  other  hand, 
contend  that  the  rate  is  unduly  low.  An  officer  of  the  Santa  Fe,  in 
discussing  this  subject,  said: 

The  Kem  River  field  came  in  after  (hci  Ix>s  Angeles  and  the  Coalinga  fields  and  pro- 
duced oil  m\ich  cheaper  than  either.  Some  years  previously  a  few  carloads  of  oil 
were  produced  in  the  vicinity  of  Bakersfield,  and  a  commodity  rate  of  42  cents  per 
barrel  to  San  Franciwo  had  been  made  to  encourage  development.  This  rate,  which 
was  less  than  one-half  the  regular  tariff  rate,  was  in  effect  when  the  field  began  its  real 
production.  In  a  short  time  Kern  River  oil  was  selling  in  San  Francisco  at  75  cents 
per  barrel.  But  the  production  increa^eil  enormously,  and  the  struggle  between  the 
prrxlucers  for  the  trade  drove  the  price  down  until  it  got  below  the  cost  of  produc- 
tion. After  considerable  agitation  throughout  the  State  concerning  the  lack  of  profit 
in  the  business  complaint  was  tiled  against  the  railroads  with  the  board  of  railroad 
commissioners,  the  hearing  of  which  resulted  in  reducing  the  rate  from  42  cents  per 
barrel  to  37.8  cents.  This  did  not  help  the  i)roducer,  as  the  price  at  San  Francisco 
fell  a  number  of  centM  corresponding  with  the  reduction  in  the  freight  rate.  The 
reduction  was^infair  to  the  carriers  and  unnecessary,  as  oil  delivered  in  San  Fran- 
cisco at  $1  per  barrel  would  drive  out  coal.  At  $1  per  barrel  the  producer  could  well 
afford  to  pay  42  cents  freight  rate  and  realize  a  handsome  profit. 

Rate  on  crude  oil  from  Bakersfield  to  Los  Angeles. — At 
the  time  that  the  Kern  River  producers  endeavored  to  get  a  reduction 
in  the  rate  from  Bakersfield  to  San  Francisco,  an  effort  was  also  made 
to  secure  a  reduction  in  the  rate  to  Los  Angeles.  Objection,  however, 
was  made  b}'  producers  in  southern  California,  who  desired  to  protect 
themselves  against  the  competition  of  the  Kern  River  oil.  The  rate 
to  Los  Angeles  was  left  undisturbed  at  1.:^  cents  per  gallon  untilJune, 
1904,  when  it  was  reduced  to  the  San  Francisco  rate  of  9  mills  per 
gallon.  The  haul  from  Bakersfield  to  IjOs  Angeles  is  168  miles,  but 
grades  are  very  heavy  over  this  routt^.,  and  the  population  scattered. 

High  charges  for  short  hauls.  —While  the  rate  of  9  mills  per 
gallon  from  Bakersfield  to  San  Francisco  can  not  te  regarded  as  ex- 
cessive, there  was  very  general  complaint  over  the  policy  of  the  rail- 
roads in  applying  the  same  rate  to  all  intermediate  points.  Thus,  the 
shipper  at  Kern  River  can  not  reach  a  point  only  100  miles  from  Bakers- 
field for  any  smaller  charge^,  than  he  can  ship  all  the  way  to  San  Fran- 
cisco or  Los  Angeles.  In  other  words,  the  9-mill  rate  is,  for  a  long 
distance  from  Bakersfield  either  noi'th  or  south,  virtually"  a  blanket 
rate.  The  objections  of  Kern  River  producers  to  this  blanket-rate 
making  appear  to  have  substantial  foundation.  In  the  making  of 
cbmmodit}^  rates,  it  is  a  common  practice  to  largeh'  ignore  differences 
of  disUmce  in  order  to  put  two  producing  points  on  an  equal  footing 
with  respect  to  important  markets.  But  the  application  of  the  same 
rate  to  all  intermediate  points  ius  to  a  distant  market  is  a  different 
matter.  As  the  distjince  from  the  shipping  point  increases,  uni- 
formity of  rate  becomes  less  and  less  inequitable;  but  the  application  of 
H.  Doc.  812,  59-1 31 
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the  San  Francisco  mte  to  points  in  the  immediate  vicinity  of  Bakers- 
field  can  not  be  defended  on  recognized  principles  of  rate-making. 

Dissatisfaction  over  this  imposition  of  a  blanket  rate  was  undoubt- 
edly aggravated  by  the  fact  that  in  some  distant  and  important  markets 
a  few  large  distributors  of  oil  secured  contracts  at  prices  so  low  as  to 
lead  to  the  very  general  belief  that  they-  enjoyed  secret  favors  from 
the  railroads;  a  belief  which,  as  this  report  shows,  was  well  founded  in 
many  instances.  The  application  of  the  San  Francisco  rate  to  markets 
almost  at  the  door  of  the  Kern  River  producer,  even  though  the  rate 
was  ostensibly  open  to  all  producers,  increased  the  dissatisfaction 
arising  from  these  apparent  advantages  to  powerful  competitors  in 
distant  markets. 

Section  30.  Arrangement  of  rates  from  Eiohmond  on  crude  or  fael  oil. 

Without  entering  into  a  detailed  discussion  of  the  merit  of  this 
blanket  rate,  it  may  be  noted  that  a  ver}'  different  method  of  arranging 
crude-oil  tariffs  is  employed  from  Richmond,  the  northern  tenninus 
of  the  Pacific  Coast  (Standard)  Oil  Company's  pipe  line  from 
the  Kern  River  field.  From  Richmond  the  rates  on  crude  oil  to 
nearby  points  in  most  cases  vary  with  the  distance,  as  may  be  seen 
from  the  following  table,  compiled  from  the  1904  '' Y"  tariff  of  the 
Southern  Pacific  Compan}': 

CRUDE  OIL  RATES  OF  THE  SOUTHERN    PACIFIC  COMPANY  FROM   RICHMOND.  CAL..  TO 

VARIOUS  POINTS,  19U4. 


From  Richmond  to- 


Approxi- 
umie  <iis- 

taiK.'c 

fn)m 

Rich 

mond.    I 


Freight  , 
rate  per!, 
>?alloii. 


From  Richmond  to— 


MiUf. 


San  Francisco . 

Martinez 

San  Jose 

Napa 

Suisnn 

Liverinore 

Walnut  Creek  . 
Stocivtori 


10 
2G 

38 
'3S 
39  i 
68 


l.l»r) 
3.  r>7 
3.57 
3.  57 
4.(>4 
f..  19 
r..  19 
5. 95 


Santa  Cniz . 
Sa<Tamento 

Gait 

Marysvilh' . 

Chico 

Red  Bluff . . 
Re<lding... 


Approxi- 
mate disi- 
tjinee 
from 
Rich- 
mond. 

70 
80 
89 
13*2 
176 
215 
250 


Fn»ight 
rate  per 
galhm. 


Mills. 
7.14 
5.95 
5.95 
5. 95 
10.70 
14.28 
16.95 


The  method  of  arranging  crude  oil  rates  from  Richmond,  therefore, 
contrasts  vovy  shari)ly  with  that  adopted  from  Bakersfield  to  points  in 
the  iniinediate  vicinity  of  the  Kern  Kiver  field,  and  there  is  no 
apparent  justilication  for  this  difference  of  policy.  Without  knowing 
the  exact  cost  of  piping  oil  from  Kern  Kiver  to  Richmond  through 
the  Pacific  Coast  Oil  Com])any's  pipe  line,  the  precise  advantage 
obtained  by  the  Standard  Oil  interests  in  reaching  markets  in  the 
vicinity  of  San  Francisco  can  not  be  accurately  stated.     The  Kern 
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River  crude  is  a  very  hcavj',  thick  oil,  and  great  difficulty  has  been 
experienced  in  sending  it  through  pipe  lines.  In  the  case  of  the  Coal- 
inga  oil,  which  is  a  much  lighter  product,  the  cost  of  piping  is  but  a 
small  fraction  of  the  railroad  charge  of  37.8  cents  per  barrel.  The 
actual  operating  expense  of  piping  oil  from  Coalinga  to  San  Francisco, 
without  allowance  for  depreciation  or  interest,  can  be  safely  estimated 
from  data  obtained  by  the  Bureau  at  not  much  over  3  cents  per 
barrel. 

The  use  of  a  graduated  scale  of  rates  from  Richmond  to  nearby 
points  therefore  uncjuestionably  gives  the  Standard  Oil  interests  a 
decided  advantage  over  the  Kern  River  shipper  in  reaching  such  mar- 
kets. It  seems  probable  that  this  advantage  in  itself  is  justified  by  the 
much  greater  proximity  of  Richmond  to  the  markets  in  question;  but 
this  implies  in  turn  that  the  same  basis  of  adjustment  should  have  been 
adopted  in  the  case  of  markets  near  the  Kern  River  field.  Therefore, 
even  granting  that  the  use  of  a  blanket  mte  is  proper  in  itself,  there 
is  undoubtedly  discrimination  in  applying  that  ari-angement  from 
Bakersfield  while  using  a  graduated  tariif  from  Richmond. 

Section  31.  General  arrangement  of  rates  on  cmde  oil  to  Arizona  and 
other  distant  points. 

The  policy  of  blanket-rate  making  is  also  extensively  employed  on 
shipments  to  Arizona,  where  a  large  amount  of  crude  oil  and  of 
residuum  from  refineries  is  used  for  fuel  purposes.  The  tariflf  rate 
of  $6  per  ton  from  Bakersfield  to  Tombstone,  Ariz.,  is  applied  to 
practically  all  intermediate  stations  east  of  the  California-Arizona 
boundary  line.  Thus  this  rate  applied  in  1904  over  the  Southern 
Pacific  from  Bakerstield  to  Yuma,  a  distmce  of  417  miles,  as  well  as  to 
Tombstone,  a  distance  of  700  miles.  In  the  case  of  the  Santa  Fe,  the 
rate  from  Bakerstield  to  Needles,  a  disbmce  of  310  miles,  wjis  the  same 
as  to  Phoenix,  a  distance  of  (104  miles.  In  adjusting  rates  between 
distant  points,  the  increase  in  the  rate  as  the  distance  increases  is  usu- 
ally less  in  proportion  than  for  shorter  distances,  but  the  principle  of 
ignoring  diffei*ences  for  the  longer  hauls  has  in  these  instances  been 
practiced 'to  an  unwarranted  degree. 

Section  32.  Bates  on  refined  oil  from  San  Francisco  Bay  points. 

The  open  arrangement  of  rates  on  refined  oil  in  California  is  in  many 
instances  very  inequitable.  As  an  illustration,  the  rates  from  the 
various  refining  points  in  the  vicinity  of  San  Francisco  may  be  com- 
pared. There  arc  seven  oil  refining  companies  on  or  near  San  Fran- 
cisco Bay.  These  are  the  Pacific  Coast  Oil  Company  at  Richmond, 
the  Capitol  Refining  Compan\'  at  Stockyards,  the  Union  Oil  Company 
at  Oleum,  the  Western  Oil,  Refining  and  Manufacturing  Company 
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at  Rodeo,  the  Bulls  Head  Oil  Works  at  Martinez,^  the  Pacific  States 
Refineries  at  Fruitvale,  and  the  Pamffin  Paint  Company  at  Oakland. 
The  distance  of  these  various  refining  points  from  San  Francisco 
varies  from  10  to  30  miles.  On  the  basis  adopted  by  the  Southern 
Pacific  Company  in  making*  commodity  rates  on  crude  oil,  most  of 
these  various  refineries  should  reach  that  market  on  an  equal  basis. 
Instead  of  such  an  equalization  of  rates,  however,  a  distinct  advantage 
has  been  enjoyed  by  the  Standard  Oil  Company.  Thus,  from  its 
refinery  at  Richmond  the  rate  on  refined  oil  to  San  Francisco  was  2i 
cents  per  hundred  pounds,  whereas  sevei^al  independent  refineries  in 
the  same  vicinity  were  charged  4  cents  per  hundred  pounds. 

These  inequalities  have  been  a  source  of  much  complaint,  but  until 
the  investigation  of  the  Bureau  was  commenced  the  complaints  appear 
to  have  received  little  attention  from  the  Southern  Pacific  Company. 
Subsequently  that  company  modified  its  tariffs  to  a  considerable 
extent,  putting  these  competing  points  on  a  more  nearly  equitable 
basis.  For  instance,  the  Capitol  Refining  Company  at  Stockyards 
had  for  a  long  time  paid  4  cents  per  hundred  pounds  on  carload  ship- 
ments of  refined  oil  into  San  Francisco,  but  the  charge  from  Rich- 
mond into  San  Francisco  was  only  2^  cents  a  hundred  pounds.  On 
June  23,  1905,  the  rate  from  Stockyards  was  made  2^^  cents,  the  same 
as  from  Richmond.  When  the  discrepancies  in  rates  from  various 
refining  points  to  San  Francisco  were  called  to  the  attention  of  an 
officer  of  the  Southern  Pacific,  he  admitted  that  there  was  ''no  reason 
why  these  refineries  should  not  be  placed  on  an  equality.  If  other 
people  had  asked  for  this  rate  from  those  other  points  you  speak  of,'' 
he  said,  ''we  w^ould  have  bi^en  just  as  willing  to  make  it  50  cents  a  ton 
as  we  were  from  Point  Richmond/'  In  answer  to  this  statement,  it 
may  be  stated  that  several  iiKlepeiident  refiners  in  the  vicinit}-  of  San 
Francisco  Bay  had  endeavored  to  obtain  the  same  rates  which  the 
Stiindard  Oil  Company  enjoyed  from  Richmond,  but  without  success. 

Ratks  ox  kefinkd  oil  to  Sax  Jose. — The  open  rate  on  refined  oil 
in  carloads  from  Richmond  to  San  Jose  was  for  a  long  time  7^  cents 
per  hundred  pounds,  and,  as  previously  shown,  the  Stiindard  Oil  Com- 
pany obtained  a  rebate  to  the  basis  of  (>  cent^.  The  nite  from  Stock- 
yards to  San  Jose  at  the  same  time  was  10  cents.  The  Capitol  Re- 
fining Company  made  frequent  efforts  to  secure  a  reduction  of  this 
rate,  but  it  was  not  until  May,  1905,  or  about  two  months  after  the 
investigation  of  the  oil  industr}'  in  California  had  been  actively  com- 
menced, that  the  C-cent  rate  was  applied  from  Stockyards. 

The  10-eent  rate  from  wStockyards  was  particularly  unjust  because 
it  was  really  the  sum  of  the  local  rate  of  4  cents  from  Stockyards  to 
San  Francisco  and  a  G-cent  rate  from  San  Francisco  to  San  Jose, 
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whereas  the  distance  to  San  Jose  is  less  from  Stockyards  than  from 
San  Francisco.  The  actual  movement  of  the  oil  was  not  by  way  of 
San  Francisco,  but  direct  from  Stock^^ards. 

Rates  on  reb^ined  oil  to  San  Luis  Obispo. — ^The  rate  obtained 
by  the  Standard  Oil  Company  on  refined  oil  in  carloads  from  Rich- 
mond to  San  Luis  Obispo  in  1904  was  22  cents  a  hundred  pounds, 
whereas  the  rate  from  Stockyards  to  San  Luis  Obispo,  as  late  as 
March,  1905,  was  31^  cents.  On  March  17, 1905,  the  Southern  Pacific 
Company  flatly  declined  to  make  a  lower  rate  from  Stockyards  to 
San  Luis  Obispo,  as  will  be  seen  from  the  following  copy  of  a  letter 
by  the  general  freight  agent  of  the  Southern  Pacific  to  the  Capitol 
Refining  Company,  which  has  its  refinery  at  Stockyards: 

Southern  Pacific  Company, 

General  Freight  Department, 

San  FrandscOf  March  17,  1905, 
The  Capitol  Rbfininq  Co.,  City. 

Gentlemen:  Referring  to  recent  call  of  your  Mr.  Spiers  and  request  for  rate  on 
refined  oil  from  Stockyards  to  San  Luis  Obispo: 

Current  rates  are:  On  refined  oil,  in  carloads,  31 J  cents  per  100  lbs.,  30,000  lbs. 
minimum,  and  on  less  than  carloads,  48J  cents  per  100  lbs. 

We  have  given  the  question  of  modification  of  these  rates  consideration,  but  regret 
that  we  can  not  see  our  way  clear  to  do  so. 

Yours  truly,  G.  W.  Luce. 

Subsequently  the  Southern  Pacific  made  a  rate  of  27i  cents.  This 
was  after  the  (^pitol  Refining  Company  had  made  a  shipment  into  San 
Luis  Obispo  by  steamer.  In  Ma}',  1905,  the  Southern  Pacific  Com- 
pany voluntarily  made  a  rate  of  22  cents,  as  will  be  seen  from  the  fol- 
lowing copy  of  a  letter  by  Mr.  Luce  to  the  Capitol  Refining  Company: 

In  reply,  refer  to  C-1 10-269. 

Southern  Pacific  Company, 

General  Freight  Department. 

San  FranciscOj  May  S4,  1905. 
The  Capitol  Refining  Co., 

Rialto  Btdg.j  City. 
Gentlemen:  Referring  to  recent  visit  of  your  Mr.  Spiers,  in  connection  with  rates 
on  petroleum  and  its  products  from  StockyardH  to  San  Luis  Obispo : 

Would  advise  that,  effective  June  Ist,  we  are  establishing  a  rate  of  6c.  per  100 
pounds  on  petroleum  and  its  products,  carloads,  15-ton  minimum,  from  Stockyards 
to  San  Jose,  which  rate,  used  in  connection  with  the  rate  from  San  Jose  to  San  Luis 
Obispo  of  16c.  ix*r  100  lbs.,  will  i>ennit  a  through  rato  from  Stockyards  to  San  Luis 
Obispo  of  22c.  per  100  lbs.  Under  this  rate  we  trust  that  you  will  do  considerable 
business. 

Yours  truly,  G.  W.  Luce. 

This  rate  of  22  cents  to  San  Luis  Obispo  was  quoted  in  the  Southern 
Pagific  Company's  ''Y"  biritf  on  Ma}^  11,  11^05,  being  a  combination 
of  the  6  cent  rate  to  San  Jose  (printed  at  the  same  time)  with  a  rate 
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of  16  cents  from  San  Jose  to  San  Luis  Obispo.  It  was  not  until  this 
late  date  that  the  independent  refinery  at  Stockyards  was  put  on  an 
equality  with  the  Standard's  plant  at  Richmond.  It  is  proper  to  note 
that  the  investigation  of  the  Bureau  in  California  was  commenced 
about  May  1,  1905. 

These  are  but  representative  instimces  of  discrimination  between 
localities  in  oil  rates  in  California.  It  should  be  noted,  however,  that 
as  far  as  refined  oil  is  concerned  the  open  arrangement  of  rates  is  a 
less  important  matter  than  in  the  East,  because  on  the  Pacific  coast 
refined  oil  is  very  extensively  shipped  at  the  fifth-class  rate,  and  there- 
fore takes  the  same  charges  as  those  assessed  on  a  large  number  of 
other  commodities. 

Section  33.  Switching  charges  on  the  Pacific  coast. 

Occasional  waiving  of  such  charges. — The  policy  of  leading 
railroad  companies  on  the  Pacific  coast  in  the  imposition  of  switching 
charges  is  in  sharp  contrast  with  that  of  eastern  systems.  Eastern 
roads  very  generally  absorb  switching  charges  at  destination  and 
at  point  of  origin  on  business  that  can  properly  be  considered  com- 
petitive— that  is,  business  which  could  be  routed  over  more  than 
one  road.  The  absorption  of  switching  at  destination  is  almost  uni- 
versal in  competitive  territory,  so  that  a  consignee  is  seldom  obliged 
to  pay  a  switching  charge  in  order  to  have  a  car  placed  on  his  pri- 
vate siding  in  any  large  citv,  even  though  that  siding  be  on  a  road 
not  enjoying  the  through  haul  of  the  freight.  On  the  Pacific  coast, 
on  the  other  hand,  the  con.signee  in  many  cases,  particularly  in  the 
larger  cities,  is  assessed  a  switching  charge  to  his  private  track  even 
by  the  railroad  which  has  the  benefit  of  the  haul;  that  is  to  say,  at 
such  points  the  railroad  makes  a  separate  charge  for  placing  a  car  on 
the  private  track  of  a  consignee,  regardless  of  the  amount  of  reveime 
previously  derived  from  the  freight. 

This  affects  nearly  all  connnodities  with  the  exception  of  lumber  and 
coal.  Further  than  this,  in  case  the  consignee  is  locrated  on  the  track 
of  a  rival  road,  it  f reciuontly  occurs  in  California  that  the  initial  road 
refuses  to  transfer  the  car  to  its  competitor,  even  for  a  consideration. 

The  general  policy  of  the  Southern  Pacific  Company  in  regard  to 
switching  was  stated  b}^  its  general  freight  agent  as  follows: 

Switching  of  $2.50  per  car,  regardless  of  weight,  is  charged  at  all  points  where 
switching  engines  are  maintained  for  the  purpose,  excepting  when  switching  is  i)er- 
formeil  by  train  engines,  when  there  is  no  charge  made  for  such  service. 

The  assisUmt  freight  trafiic  manager  of  the  Santa  Fe  system  defined 
the  general  switching  policy  on  its  coast  lines  as  follows: 

The  general  rule  of  the  Santa  Fe  is  to  charge  for  switx^hing  at  all  points  where  we 
niaintain  a  switching  engine  to  switch  cars  to  private  industries.  We  have  to  make 
some  exceptions.    Where  we  can  switch  by  road  engme  usually  no  charge  is  made. 
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These  switching  charges  to  private  spurs  are  peculiar  to  this  State.  Why  the  charge 
is  not  made  in  other  States  I  do  not  know;  very  probably  it  is  a  result  of  reckless 
competition  of  the  past.  We  do  not  have  the  same  kind  of  competition  in  California 
that  we  have  in  the  East;  there  are  not  so  many  roads. 

Inasmuch  as  both  the  Southern  Pacific  and  the  Santa  Fe  make 
no  charge  for  switching  where  the  service  is  performed  by  train 
engine,  it  follows  that  switching  is  free  at  a  large  number  of  small 
points  throughout  the  State.  The  charge  applies  mainly  to  large 
cities  where  engines  are  maintained  specially  for  switching  service. 
In  the  case  of  the  Santa  Fe  the  principal  point^^  where  a  switching 
charge  is  imposed  are  San  Francisco,  Los  Angeles,  San  Bernardino, 
and  San  Diego.  An  officer  of  the  Santa  Fe,  when  asked  why  his  road 
had  selected  these  points  for  the  imposition  of  a  charge,  said: 

I  will  tell  you  one  reason:  The  service  is  very  expensive  in  San  Francisco,  Los 
Angeles,  and  San  Diego.  We  have  to  provide  a  lot  of  cars  for  yards,  and  the  taxes 
are  higher  and  general  expense  is  greater.  That  is  one  of  the  main  reasons  why  a 
switching  charge  is  put  on.  The  saving  of  cost  to  the  shipper  is  greater,  of  course, 
in  the  large  cities,  because  the  teaming  cliarges  are  higher.  They  are  just  clamoring 
to  get  on  switches  in  San  Francisco  and  pay  switching  charges  of  $2.50,  as  against 
teaming  charges  of  1 15  per  car. 

The  Southern  Pacific  imposes  a  switching  charge  more  generally. 
Both  roads  make  a  number  of  exceptions.  Thus,  at  Stockton  switch- 
ing to  a  private  spur  is  performed  by  both  lines  without  charge,  even 
though  a  switching  engine  is  maintained  for  the  purpose.  In  this 
case  all  shippers  are  on  eqmil  footing. 

The  Southern  Pacific  Compan}^  also  waives  a  switching  charge  at 
Oxnard.     An  officer  of  the  company  said  of  this  case: 

It  is  one  of  the  excepted  cases.  The  business  is  quite  heavy  and  we  would  need  a 
switching  engine  for  our  own  business  there,  and  we  can  do  switching  for  other 
people  without  additional  cost. 

The  manager  of  the  American  Beet  Sugar  Company  at  Oxnard  said: 

The  factory  site  of  the  American  Beet  Sugar  Company  consists  of  100  acres,  and 
all  the  tracks  inside  the  property  belong  to  the  company.  The  Southern  Pacific 
spots  cars  at  the  company's  unloading  i)oint,  about  one-eighth  of  a  mile  from  the 
main  line,  using  a  road  engine  with  the  local  crew  to  put  the  cars  in,  except  during 
the  operating  season— a  train  running  from  Nordhoff  to  Los  Angeles.  During  the 
operating  season  they  keep  a  switching  engine  here  in  the  yard  all  the  time.  This 
switching  is  done  on  other  commodities  besides  oil.  No  switching  charge  is  made 
by  the  Southern  Pacific. 

In  view  of  the  very  substantial  rebate  which  the  American  Beet 
Sugar  Company  secured  on  shipments  of  crude  oil  from  the  Kern 
River  field,  the  suspension  of  the  switching  charge  here  raises  the 
suspicion  that  it  was  largely  intended  as  a  further  concession  to  this 
company. 

A  case  of  discrimination  in  switching  charges  on  the  part  of  the 
Southern  Pacific  was  also  discovered  at  Los  Angeles.     Mrs.  E.  A. 
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Summers,  an  oil  dealer  at  this  point,  instead  of  paying  the  full  charge 
of  J2.50  per  car,  obtained  a  concession  from  this  charge  in  the  case  of 
small  cars.     Her  explanation  of  the  concession  was  as  follows: 

A  Southern  Pacific  tank  car  holds  150  barrels  and  a  Santa  Fe  225.  The  switching 
charge  is  $2.50  per  car.  This  would  make  the  oil  shipped  to  me  in  a  Southern 
Pacific  car  cost  more  than  oil  shipped  in  a  Santa  Fe  car.  The  Southern  Pacific  Com- 
pany agreed  to  ecjualize  this  for  me  and  refund  the  difference,  paying  me  always  in 
cash.  I  send  my  switching  receipts  to  the  agent  of  the  Southern  Pacific  and  he 
sends  one  of  his  clerks  to  me  with  the  money.     This  saves  me  about  $100  a  month. 

The  Southern  Pacific  also  waives  a  switching  charge  at  San  Jose 
for  the  Associated  Oil  Compan3\  This  was  done  by  means  of  a 
rebate,  the  Associated  Oil  Company  submitting  claims  for  refund  of 
switching  paid  at  that  point  at  the  rate  of  $2.50  per  car.  According 
to  the  Southern  Pacific,  this  refund  was  intended  to  put  oil  on  an 
equalit}'^  with  coal,  which  pays  no  switching  charge.  An  officer  of 
the  company  said: 

The  Associated  Oil  Company  are  distributers  of  oil  in  San  Jose.  They  do  not 
consume  oil.  Thus  they  must  sell  it  in  order  to  meet  their  fuel  deliveries,  and  it 
must  be  placed  as  nearly  as  possible  on  the  same  rate  basis  as  other  fuel  deliveries. 
Not  making  a  switching  charge  on  coal,  we  do  not  charge  for  switching  oik 

The  discrimination  in  this  case  is  shown  in  part  by  the  fact  that 
no  switching  charges  of  this  character  are  imposed  upon  coal  in 
California.  Fuel  oil  being  a  competitive  commodity,  producers  allege 
that  it  should  be  accorded  the  same  treatment  as  coal,  especially 
because  of  the  low  price  obtained  for  oil.  The  answer  of  the  railroads 
is  that  the  exemption  of  coal  from  switching  charges  is  a  matter  of 
custom,  and  that  freight  rates  on  oil  to  large  markets  like  San  Fran- 
cisco are  low.  The  more  important  discrimination  is  that  all  shippers 
of  oil  were  not  treated  alike. 

Switching  charges  in  the  Kern  River  Field. — Kates  on  crude 
oil  from  the  Kern  Kiver  field  and  from  the  McKittrick  and  Sunset  fields 
are,  as  a  rule,  based  on  Bakerstield.  A  local  charge,  which  is  gener- 
ally spoken  of  as  a  switching  charge,  but  which  is  really  in  the  nature 
of  a  tariff,  is  added  to  the  rate  from  Bakersfield  to  destination.  It  is 
the  contention  of  the  railroads  that  they  aim  to  put  the  McKittrick  field 
on  a  substantial  e(iuality  with  the  Kern  Kiver  field,  although  the  latter 
is  only  a})out  10  miles  from  Bakersfield,  whereas  McKittrick  is  30 
miles  distant.  In  contrast  with  this  i)olicy  of  ignoring  a  distance  of  say 
20  miles  between  two  iields,  tlie  railroads  vary  rates  sharply  as  between 
points  in  the  Kern  Kiver  field  itself.  The  switching  charge  from  the 
McKittrick  field  to  Bakersfield  is  3k  cents  per  barrel.  Jn  the  Kern 
River  field  it  varies  from  2;t  cents  to  4^5  cent.s  per  barrel.  The  lower 
rate  is  enjoyed  by  the  Standard  Oil  ( -ompany  and  In^  several  inde- 
pendent producers  located  on  the  main  spur  in  this  field.  It  is  true 
that  the  loading  rack  of  the  Standard  Oil  Company  is  at  the  end  of 
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the  Kern  River  field  nearest  to  Bakersfield.  But  the  addition  of  1^ 
cents  to  2  cents  per  barrel  because  of  a  difference  of  perhaps  S  or  4 
miles  in  distance  can  be  regarded  onl}'  as  an  unwarranted  discrimi- 
nation against  independent  shippers  in  the  more  distant  parts  of  the 
field,  and  particular!}^  in  view  of  the  policy  of  ignoring  distance  in 
the  case  of  the  McKittrick  and  Sunset  fields. 

The  Kern  River  field  has  been  the  source  of  an  immense  traflBc  to 
both  the  Santa  Fe  and  the  Southern  Pacific,  and  this  traffic,  generally 
speaking,  takes  a  long  haul.  It  might  reasonably  be  assumed,  there- 
fore, that  the  railroads  would  be  extremely  lenient  in  an}^  local  charges 
in  the  field  itself  for  the  collection  of  this  oil.  Instead  of  that,  as  just 
stated,  the  lowest  switching  charge  is  2 J  cents  per  barrel,  and  in  one 
section  of  the  field  the  charge  rises  to  4  J  cents  per  barrel.  The  field  price 
of  crude  oil  at  Kern  River  in  1904  was  but  little  more  than  17  cents  per 
barrel.  .  The  milroads,  therefore,  for  a  haul  of  about  10  miles,  imposed 
a  charge  amounting  in  some  cases  to  more  than  25  per  cent  of  the 
field  value  of  the  oil,  and  this  in  addition  to  a  further  revenue  of  at 
least  37.8  cents  per  barrel  on  nearly  every  carload  taken  out,  except 
that  which  they  themselves  consumed,  or  on  which  they  voluntarily 
made  concessions  to  favored  shippers.  It  has  already  been  shown 
that  the  9-mill  rate,  amounting  to  37.8  cents  per  barrel,  is  practically 
the  lowest  published  tariff  to  any  point  sen- ed  from  Bakersfield,  the 
charge  increasing,  of  course,  in  the  case  of  distant  points.  The  tariff 
rates  of  the  Southern  Pacific  Company  (which  actually  operates  the 
line  between  Bakersfield  and  the  Kern  River  field,  under  an  agreement 
with  the  Santa  Fe)  covering  these  switching  charges  from  the  Kem 
River  field  are  as  follows: 
Oil  City  to  Oil  Junction  and  Bakersfield  (per  barrel) $0. 03 J 

Minimum  charge 5. 00 

Oil  spur  (north  from  main  spur)  to  Oil  Jun(!tion and  Bakersfield  (per  Imrrel) .       .  04 J 

Minimum  charge  (May  7,  1902) 7.00 

Oil  siding  3  to  Oil  City,  inclusive,  to  Oil  Junction  and  Bakersfield  (i>er  barrel) .       .  02| 

Minimum  charge 4. 00 

Oil  spurs  8  to  17,  inclusive,  to  Oil  Junction  and  Bakersfield  (per  barrel) 04 

Minimum  charge 0. 00 

The  following  statement  by  a  representative  of  the  Black  Jack  Oil 
Company  illustrates  the  apparent  hardship  inflicted  upon  some  pro- 
ducers by  the  arbitrary  arrangement  of  charges: 

The  so-called  switching  charge  from  Oil  ("ity — that  is,  anywhere  on  the  main  line 
in  the  field— to  Bakersfield  is  2^  cents  a  barrel.  My  loading  rack  is  within  200  yards 
of  the  main  line,  and  they  charge  me  4  cents  a  barrel,  or  IJ  cents  additional. 

In  other  words,  for  this  short  disbmce  this  shipp(»r  was  assessed 
about  8  per  cent  of  the  value  of  his  oil  in  the  field. 

In  connection  with  these  switching  charges  in  the  Kem  Kiver  field 
it  is  but  fair  to  state  that,  with  the  possible  exception  of  the  4|  cents 
charge,  they  have  been  sanctioned  by  the  State  Kailroad  Commission 
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of  California  since  April,  1902.  On  April  17  of  that  year  the  conunis- 
sion  ordered  a  10  per  cent  reduction  in  the  through  rate  on  crude  oil 
from  Bakersfield  and  Coalinga  to  San  Francisco,  and,  at  the  same  time, 
issued  the  following  order  concerning  switching  charges  at  Kern 
River: 

From  the  switch  on  spur  track  into  the  Kem  River  oil  district,  per  barrel  of  42 
gallons,  shipped  from  Oil  City  on  side  track  or  intermediate  points  on  said  main  line, 
when  destined  beyond  Bakersfield,  2J  cents,  car  loaded  to  capacity,  minimum  charge 
per  car,  $4;  per  barrel  of  42  gallons,  shipped  from  any  point  on  said  spur  track 
more  distant  from  said  main  line  than  said  Oil  City,  when  destined  beyond  Bakers- 
field, 4  cenf0,  car  loaded  to  capacity,  minimum  charge  per  car,  |6. 

Section  34.  Discriminations  in  classification. 

Rates  on  less-than-carload  shipments. — The  classification  of 
petroleum  and  its  products  on  the  Pacific  coast  has  occasioned  consid- 
erable dissatisfaction  among  shippers.  Particular  complaint  is  made 
by  refiners  that  the  less-than-carload  rates  on  refined  oil  are  in  some 
cases  excessive.  The  less-than-carload  rate  on  petroleum  and  its 
products  is  almost  invariably  the  third-class  rate  in  California,  as  it  is 
very  generally  on  eastern  roads.  The  complaint  against  high  rates  in 
less  than  carloads  on  the  Pacific  coast,  therefore,  raises  a  question  as 
to  the  reasonableness  of  the  rate  itself  rather  than  a  question  of  dis- 
crimination against  petroleum  only. 

Discrimination  in  respect  to  form  of  the  package. — ^The 
Western  Classification  makes  practically  no  distinction  between  the 
various  packages  in  which  refined  oil  is  shipped  except  in  a  few  unim- 
portant instances.  The  Southern  Pacific  Company,  however,  has 
in  some  cases  varied  its  rates  decidedly  according  to  the  kind  of 
package.  Thus  the  tauk-car  i*ate  is  at  times  less  than  the  barrel  rate. 
A  particular  viiriatioii  of  this  sort,  and  one  of  a  discriminatory'^  char- 
acter, occurs  ill  tlie  case  of  rates  from  Los  Angeles  to  Fairbank  and 
Benson,  Ariz.  Interstjite  rate  No.  0  of  the  Southern  Pacific  Com- 
pany, ert'ective  June  20,  1904,  (quoted  the  following  rates  between 
these  points: 


Item 

No.   I 


I    (only). 


From-  I  T,H-  i  On-  ^\on^''' 

$6.70 

8.10 

a  13. 10 


,  ,     iFiiirlmnk.     Ariz.  I  Oil,  coal,  in  cases.  C.  L. 
107    iLos  Anpclcs,  (111.    I     (only).  | 


Benson.  Ariz. (only ) do 

K..irhnT,L-    vri:.  f**'^'  ''"K^^'  or  rcfinctl.  lubflcating,  petnv 

Fairbank.  Anz I    j^,^^,,^    benzine,   easoline.  and    naptha, 

Benson,  Ari/.ronly)  [    straight  or  niixcd,  C.  L. 

f Benson.  Ariz )^..    ,   ,    ,       .  ,  ,,         . 

J^  ,  ,      ,  .        (Oil.  lubricating,  and  ga.<K>line.   In  cans, 

.Fairbank.     Ariz.  7    boxed,  in  barrels  or  iron  drums,  C.  L. 
I    (»»nlyj.  ) 

a  Owner's  risk  of  tire,  leakage,  or  breakage. 


20.10 
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From  the  above  arrangement  it  will  be  seen  that  coal  oil — that  is, 
refined  oil — can  be  shipped  from  Los  Angeles  to  Fairbank  in  cases  for 
only  a  little  over  half  the  carload  rate  in  other  packages. 

It  would  seem  that  the  rate  on  oil  in  cases  is  altogether  out  of  line 
with  a  rate  of  J13.10  per  ton  into  Fairbank  on  oil  in  other  packages, 
as  quoted  in  item  108  above.  The  Southern  Pacific  Company's  explan- 
ation of  this  apparent  discrimination  was  that  the  rate  of  J6.70  per 
ton  into  Fairbank  was  forced  upon  it  by  a  low  rate  from  Corsicana, 
Tex.,  into  Fairbank  on  case  oil.  It  may  be  noted  that  the  Standai'd 
Oil  Company  controls  an  important  refinery  at  Corsicana — the  Cor- 
sicana  Refining  Company.  The  limitation  of  those  low  rates  to  case 
oil  points  to  discrimination  in  favor  of  the  Standard  Oil  Company, 
since  independent  refiners  on  the  Pacific  coast,  as  a  rule,  ship  no  oil 
in  that  form. 

A  peculiar  circumstance  in  connection  with  this  rate  is  that  for 
nearly  a  year  after  it  was  made  shipments  of  refined  oil  in  cases  by 
the  Standard  Oil  Company  were  billed  at  the  fifth-class  rate  of  $1.33 
per  hundred  pounds  from  Los  Angeles  to  Bisbee,  and  adjustment  made 
by  means  of  refund  to  58^  cents.  This  rate  was  arrived  at  by  com- 
bining the  rate  of  $6.70  per  ton  from  Los  Angeles  to  Fairbank  with  a 
rate  of  25  cents  per  hundred  pounds  from  Fairbank  to  Bisbee,  the 
latter  rate  being  that  of  the  El  Paso  and  Southwestern,  as  shown 
below: 

Cents. 

Los  Angeles  to  Fairbank 331 

Fairbank  to  Bisbee 25 

Total 68i 

It  will  thus  be  seen  that  the  Standard  Oil  Company"  obtained  a  reduc- 
tion from  the  fifth-class  rate  of  74^  cents  per  hundred  pounds,  or 
nearly  60  per  cent.  It  is  true  that  the  rate  of  $6.70  per  ton  on  coal 
oil  in  cases  from  Los  Angeles  to  Fairbank  is  a  published  rate  and 
regularly  filed  with  the  Interstate  Commerce  Commission,  but  inde- 
pendent shippers  were  apparently  unaware  of  this  combination.  Fur- 
thermore, as  just  stated,  the  Standard  Oil  Company  is  practically  the 
only  concern  which  ships  oil  in  cases  on  the  Pacific  coast. 

The  failure  of  the  railroad  to  apply  the  lower  rate  directly  on  the 
billing,  and  its  policy  of  adjusting  this  rate  by  refund  instead,  cer- 
tainly warrant  the  suspicion  that  there  was  a  disposition  to  keep  inde- 
pendent shippers  at  Los  Angeles  in  ignorance  of  the  low  combination 
to  Bisbee.  The  only  explanation  that  the  Southern  Pacific  offered 
for  this  method  of  handling  these  shipments  was  that  the  use  of  the 
claim  "was  simply  an  error." 

Shipments  of  gasoline  by  the  Standard  Oil  Company  from  Los 
Angeles  to  Bisbee  in  1905  were  also  billed  at  the  fifth-class  rate  of 
$1.33  per  hundred  pounds,  but  adjusted  by  means  of  claim  to  the 
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basis  of  9(H^  cents  per  hundred  pounds,  arrived  at  by  using  tne  rate  of 
25  cents  per  hundredweight  from  Fairbank  to  Bisbee  in  connection  with 
the  rate  of  $13.10  from  Los  Angeles  to  Fairbank,  as  shown  in  item  108 
on  the  foregoing  interstate  rate  No.  6. 

Thus,  in  spite  of  the  fact  that  the  rates  of  $6.70  per  ton  and  $13.10 
per  ton  from  Los  Angeles  to  Fairbank  were  actually  published,  they 
were  not  used  in  an  open  manner.  The  incident  affords  a  good  illus- 
tration of  the  necessity  of  such  an  improvement  in  the  form  of  railroad 
tariffs  as  shall  enable  all  shippers  to  readily  obtain  the  lowest  rate 
between  two  given  points.  The  Standard  Oil  Company  has  a  large 
number  of  clerks  working  out  favorable  combinations  of  rates.  The 
average  independent  refiner  can  not  afford  to  spend  the  time  or  money 
necessary  to  do  this,  and  the  result  is  that  the  Standard  frequently 
obtains  combinations  of  rates  lower  than  the  rates  quoted  to  its  com- 
petitors. 

The  quotation  of  $20.10  per  ton  from  Los  Angeles  to  Fairbank  and 
Benson,  Ariz.,  given  in  item  109  above,  is  confusing.  It  was 
explained  by  the  Southern  Pacific  Company  that  this  rate  was  really 
canceled  by  item  108,  quoting  a  mte  of  $13.10  per  ton,  and  that  the 
continuation  of  the  rate  of  $20.10  in  published  tariffs  was  an  over- 
sight. 

A  similar  discrimination  in  respect  to  the  form  of  the  package 
occurs  in  the  case  of  rates  over  the  Southern  Pacific  from  Los  Ange- 
les to  Tombstone,  Ariz.  Joint  special  rate  No.  30,  effective  June  20, 
1904,  contains  the  following  items: 


Item 
No. 


66  Los  Angeles,  Cal. 

67    do 


Tombstone,  Ariz. 
do 


'  Applica- 
tion. 


Rate. 


Oil,  colli,  in  caaes,  C.  L 

Oil,  crude  or  refined,  lubricat- 
ing, petroleum,  benzine,  gaHO- 
Hue,  and  naphtha,  straight  or 
mixed,  C.  L. 


N.I. 
N.I. 


Per  lOOlbg. 

401 

a  721 


n  Owner's  risk  of  Are.  leakage,  or  breakage 


Vn.    DISCRIMINATIONS  IN  SUPPLY  OF  EaUIPMENT. 


Section  35.  Withdrawal  of  Union  Tank  Line  cars. 

Besides  the  discriminations  in  riitos  on  oil  in  California,  another 
form  of  niilroad  discrimination  practiced  on  the  Pacitic  coast,  and  one 
far-reaching  in  its  effect,  occurs  in  the  distribution  of  transportation 
facilities.  Indeed,  it  would  hardly  be  too  much  to  say  that  unfairness 
in  this  particular  is  at  the  root  of  the  grievances  of  the  independent 
California  oil  producer,  and  of  the  manifest  advantages  which  some  of 
his  powerful  competitors  enjoy.     Car  shortage  or  unfair  apportion- 
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ment  of  tank  cars  is  a  complaint  on  the  lips  of  nearly  all  independent 
producers,  and  it  is  a  complaint  that  is  amply  corroborated. 

It  is  but  fair  to  state  that  the  railroads  of  California  were  not  pre- 
pared to  handle  the  immense  increase  in  the  production  of  crude  oil 
which  occurred  after  1900.  The  heavy  demands  immediately  made 
upon  them  for  facilities  could  not  have  been  fully  anticipated;  but, 
though  they  can  be  excused  to  this  extent,  it  is  difficult  to  find  any 
adequate  or  satisfactory  explanation  for  their  subsequent  treatment  of 
the  independent  California  producer.  This  is  especially  true  of  the 
Southern  Pacific  Company. 

For  severar  years  before  the  full  development  of  the  Kern  River 
field,  cars  of  the  Union  Tank  Line  Compan}"  had  been  in  general  use 
on  the  lines  of  the  Southern  Pacific  and  open  to  all  shippers.  These 
cars  were  operated  under  a  lease  which  was  revocable  at  the  pleasure 
of  the  Union  Tank  Line  Compan}^  but  producers  were  unquestionably 
ignorant  of  this  condition  in  the  agreement.  The  exercise  of  this 
option — the  withdrawal  of  Union  Tank  Line  cars  from  general  use 
-when  the  railroad  supply  of  such  equipment  was  deficient — was  fol- 
lowed by  disastrous  consequences  to  the  independent  oil  producer, 
and  is  one  of  the  most  important  factors  in  the  entire  California  situ- 
ation. Briefly  summarized,  the  circumstances  of  the  case  were  as 
follows: 

1.  For  some  years  prior  to  1901,  about  325  cars  of  the  Union  Tank 
Line  Company  had  been  under  lease  to  the  Southern  Pacific  Company, 
and  available  for  the  use  of  shippers  generally;  there  had  been  no  sug- 
gestion to  such  producers  that  these  cars  would  not  remain  in  such 
service  indefinitely. 

2.  In  the  summer  of  1901  these  Union  Tank  Line  cars  were  with- 
drawn from  general  commission  by  the  Standard  Oil  Company  and 
about  two-thirds  of  them  sent  cast.  The  Standard  Oil  Company'  at 
the  same  time  arranged  to  operate  a  number  of  its  cars  over  the  lines 
of  the  Southern  Pacific  Company,  to  be  used  exclusively  in  the  busi- 
ness of  the  Standard  Oil  Company. 

3.  This  withdrawal  of  Union  Tank  Line  cars  was  practically  coinci- 
dent with  the  purchase  of  a  controlling  interest  in  the  Pacific  Coast 
Oil  Company  b}^  Standard  Oil  interests,  and  practically^  coincident  with 
the  entrance  of  the  Standard  Oil  Company  into  the  refining  and  fuel- 
oil  business  in  California.  It  had  previously  confined  its  operations 
chiefly  to  the  sale  of  refined  oil  shipped  from  the  East  or  purchased 
from  local  refineries. 

4.  The  Southern  Pacific  Company  did  not  have  tank  car  equipment 
to  replace  these  Union  Tank  Line  cars  so  withdrawn,  and  did  not  pro- 
vide facilities  adequate  for  the  needs  of  miscellaneous  shippers  for  a 
long  time. 
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5.  Independent  producers  were  thus  deprived  of  a  sufBcient  means 
of  reaching  markets. 

6.  The  effect  of  this  withdrawal  and  the  failure  of  the  Southern 
Pacific  to  provide  suflScient  cars  was  to  demoralize  the  oil  industry: 
First,  by  tending  to  create  a  surplus  of  oil  in  the  fields  and  thus  to 
depress  its  price;  second,  by  forcing  producers  to  sell  their  oil  to  the 
Standard  or  such  other  large  companies  as  were  able  to  conunand 
transportation  facilities. 

7.  The  Southern  Pacific  Company  flatly  refused  to  haul  private  cars 
for  other  producers  on  the  same  basis  as  they  hauled  Union  Tank 
Line  cars,  namely,  to  guarantee  that  such  producers  should  have  con- 
trol of  their  equipment  or  to  allow  them  an  equal  rate  of  mileage. 

8.  As  a  result  of  this  condition,  independent  producers,  generally 
speaking,  had  only  these  alternatives:  First.  To  shut  down  their  wells 
when  unable  to  obtain  cars  from  the  railroads.  Second.  To  sell  their 
output  to  one  or  two  large  purchasing  companies  which  had  cars  or 
bad  power  to  obtain  them  from  the  railroads.  Such  sales  would,  of 
course,  be  on  terms  advantageous  to  the  purchaser. 

The  situation  is  well  brought  out  by  the  following  correspondence 
between  officers  of  the  Southern  Pacific  Company  at  San  Francisco  and 
New  York  and  the  Standard  Oil  Company.  On  February  8,  1901,  the 
general  freight  agent  at  San  Francisco  telegraphed  the  president  of  the 
Southern  Pacific  at  New  York  as  follows: 

There  is  urgent  demand  for  oil  cars.  Some  shippers  offer  cars  if  we  can  not. 
Question  arises,  If  outside  parties  can  get  tank  cars,  why  can  not  the  Southern  Pacific. 
Standard  Oil  Company  offers  50  cars,  but  wishes  to  keep  control  and  use  them 
wholly  in  their  business.  If  we  allow  Standard  Oil  Company  to  do  tliis,  we  can  not 
refuse  others.  Can  we  not  temporarily  lease  100  tank  cars  and  adopt  policy  of  keep- 
ing })rivate  cars  off  our  line  except  where  we  lease  and  control  them? 

A  second  telegram  of  the  same  date  said: 

Demand  for  oil  cars  so  great  that  I  think  if  we  could  temporarily  lease  300  tank 
cars  we  would  find  use  for  them  and  save  a  good  deal  of  embarrassment. 

On  February  11,  the  New  York  oflice  of  the  Southern  Pacific  tele- 
graphed the  freight  agent  as  follows: 

No  objection  temporarily  leasing  100  tank  cars.  Want  to  keep  private  cars  off  our 
line  except  we  lease  and  control  them.  If  you  know  where  we  can  lease  cars,  please 
take  matter  up  with  Mr.  Kruttschnitt  and  he  will  arrange. 

There  was  further  correspondence  relating  to  the  leasing  of  Union 
Tank  Line  cars  and  the  rate  to  be  paid  as  mileage.  The  Southern 
Pacific  Company  wished  to  pay  only  six- tenths  of  a  cent  per  mile  on 
the  loaded  movement  and  nothing  on  the  empty  movement.  A  repre- 
sentative of  the  Union  Tank  Line  Company  at  San  Francisco  insisted 
on  three-fourths  of  a  cent  per  mile  on  both  loaded  and  empty  move- 
ment, and  this  whether  the  cars  were  controlled  by  the  Southern 
Pacific  Company  or  by  the  Standard  Oil  Company.     The  Standard 
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Oil  Company  proposed  to  put  fifty  cars  into  service  on  the  Southern 
Pacific  Company's  lines  subject  to  the  order  of  the  local  agent  of  the 
Standard,  and  for  the  exclusive  use  of  the  Standard  Oil  Company  and 
the  Pacific  Coast  (Standard)  Oil  Company. 

This  correspondence  indicates  a  desire  on  the  part  of  the  manage- 
ment of  the  Southern  Pacific  Company  to  avoid  adding  to  the  number 
of  private  tank  cars  on  its  lines.  The  Southern  Pacific  finally  offered 
to  haul  54  cars  of  the  Union  Tank  Line  Company  subject  to  the  con- 
trol of  the  Standard  Oil  Company,  and  to  pay  only  six-tenths  of  a 
cent  mileage  on  the  loaded  movement;  an  alternative  proposition  was 
to  lease  these  cars  and  thus  have  them  under  its  own  control,  and  to 
pay  three-fourths  of  a  cent  mileage  on  both  the  loaded  and  the  empty 
movement. 

On  February  14',  1901,  the  agent  of  the  Southern  Pacific  at  San 
Francisco  telegraphed  the  head  oflSce  at  New  York  as  follows: 

Standard  Oil  Company  demand  we  let  them  run  50  cars  local  subject  to  their  orders 
and  control,  and  pay  7 J  mills  mileage  loaded  and  empty.  We  pay  this  rate  on 
300  of  their  cars  we  now  have  under  lease,  and  offer  to  lease  additional  50  on  same 
terms,  or  we  will  let  them  control  movement  of  the  50,  paying  6  mills  loaded  mile- 
age only,  same  as  we  pay  other  tank  car  owners  under  same  circumstances.  They 
threaten  that  Atchison  will  concede  their  terms.  Can  we  not  get  them  «  to  take  same 
stand? 

This  telegram  was  followed  by  another  from  the  San  Francisco  office 
of  the  Southern  Pacific  on  February  18  to  the  effect  that  the  Standard 
Oil  Company  "now  demands  immediate  return  of  125  of  the  300  tank 
cars  we  have  leased  from  them."  On  February  21  the  New  York 
office  of  the  Southern  Pacific  wired  its  San  Francisco  agent  to  the  effect 
that  the  Standard  Oil  Company  had  agreed  to  lot  the  Southern  Pacific 
retain  the  U.  T.  L.  cars  temporarily.  In  the  meantime  the  Southern 
Pacific  had  secured  legal  advice  and  was  prepared  to  demand  thirty 
days'  notice  before  rcleai>ing  the  125  cars.  As  a  result  of  these  vari- 
ous negotiations,  a  compromise  was  finally  reached,  which  is  set  forth 

in  the  following  letter: 

26  Broadway,  New  York,  February  28,  1901. 
Chah.  M.  Hays,  Esq., 

President  of  Southern  Pacific  Company^  San  Francisco,  Cal. 

Dear  Sir:  Since  our  interview  with  you  on  the  20th  instant,  we  have  given  mach 
thought  to  the  subject  of  tank  cars,  and  U})on  further  consideration  wish  to  modify 
the  suggestion  we  made  to  you  here.  We  find  it  will  be  impossible  to  furnish  you 
with  an  additional  100  cars  within  the  next  30  or  40  days  without  serious  detriment 
to  our  own  business.  Even  if  the  100  cars  were  furnished  that  number  might  not 
meet  your  requirements  and  we  would  then  be  in  the  same  relative  position  as  we 
are  to-day.  We  beg,  therefore,  to  withdraw  the  suggestion  we  made  on  the  20th 
instant,  and  substitute  the  following: 

1.  The  Southern  Pacific  Company  to  build  for  serxnce  in  California  such  tank  cars 
as  you  may  deem  proper  and  which  you  said  here  it  might  be  desirable  or  necessary 
for  you  to  construct. 

«  Reference  is  apparently  to  the  Atchison. 
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2.  Your  company  to  retain  the  325  U.  T.  L.  care  now  in  its  service,  with  the  agree- 
ment that  all  of  said  care  shall  be  returned  to  the  Union  Tank  Line  Co.  at  Whiting, 
Indiana,  on  or  before  September  1,  1901;  mileage  on  said  care  to  continue  as  at 
present,  viz,  }  cent  per  mile  each  way,  and  none  of  the  care  to  be  used  outside  of 
the  State  of  California  except  for  the  transportation  of  oil  consumed  by  your 
company. 

3.  We  to  furnish,  in  addition  to  the  325  care  referred  to  in  the  preceding  paragraph, 
such  care  as  we  may  need  for  our  own  business  in  California,  such  care  to  receive 
mileage  at  the  rate  of  }  cent  yxir  mile  each  way  and  to  be  under  our  own  direction, 
and  to  be  used  for  shipments  of  our  own  oil  only. 

4.  Mileage  on  all  U.  T.  L.  care  over  the  Southern  Pacific  rails,  whether  on  local  or 
through  business,  to  be  the  same  as  at  present,  viz,  |  cent  per  mile  each  way. 

We  hope  the  above  suggestions  will  meet  with  your  approval  as  it  will  give  you 
six  mouths  in  which  to  build  tank  care,  while  we  would  relieve  you  of  the  necessity 
of  furnishing  any  of  your  tank  care  for  the  shipments  which  we  ourselves  may  make. 
This  relief  as  to  oiu*  shipments  will  place  at  your  disposal  for  shippera  generally  325 
care  of  the  U.  T.  L.  Company  until  the  firet  of  September  next;  also  such  of  your 
own  care  as  you  may  build  in  the  meantime. 

We  have  sent  a  copy  of  this  letter  to  our  Mr.  Breeden,  San  Francisco,  and,  as  sug- 
gested to  you  here,  we  would  l^  glad  to  have  you  send  for  Mr.  Breeden  with  the 
view  to  having  him  answer  any  questions  which  you  may  wish  to  ask  in  regard  to 
the  tank  car  situation. 

Awaiting  your  reply,  I  am,  very  truly, 

W.   H.   TiLFORD. 

Following  is  the  reply  of  the  Southern  Pacific  Company: 

San  Francisco,  March  19,  1901, 
Mr.  W.  H.  TiLFORD, 

Standtird  Oil  Company^  &6  Broadway,  New  York. 
Dear  Sir:  On  my  return  from  my  trip  over  our  lines  in  Texas  and  Mexico,  I  have 
your  favor  of  February  28th  on  the  subject  of  tank  cars,  and  underetanding  that  the 
conditions  as  stated  therein  relative  to  the  '.>2iy  tank  r^re  now  leased  from  your  com- 
pany, and  as  to  mileage  paid,  continue  until  the  1st  of  September  next,  the  sugges- 
tions mad(*  are  satisfactory  to  this  company. 

Yours  truly,  CnAS.  M.  Hays,  I^esldent, 

From  other  records  on  file  in  the  Southern  Pacific  Company's  office 
it  appears  that  45  cylinder  tank  cars  owned  b}'  the  Pacific  Coast  Oil 
Company  were,  in  December,  1900,  purchased  by  the  Union  Tank 
Line,  and  that  in  March,  11)01,  the  Southern  Pacific  Company  was 
notified  that  the  letterint^  on  these  cars  would  be  changed  to  Union 
Tank  Lin(\  and  that  these  cars  were  to  be  used  in  the  local  crude-oil 
service,  and,  further,  that  tlie  Southern  Pacific  Company  must  pay 
three-fourths  of  a  cent  mileage  on  both  loaded  and  empt}^  cars.  At  the 
same  time  the  I'nion  Oil  Company,  an  independent  concern,  had  45 
cylinder  tank  cars  running  on  the  Southern  Pacific  lines  on  which  only 
six-((»nths  of  a  cent  per  mile  was  allowed,  and  this  on  the  loaded  move- 
UKMit  o!d3^ 

In  the  latter  part  of  August  the  Union  Tank  Line  Company  with- 
di'ew  its  cars  which  had  been  leased  to  the  Southern  Pacific  under  gen- 
eral conmiission.  Records  show  that  on  August  26,  50  of  these  Union 
Tank  Line  cars  were  on  the  way  to  Whiting,  Ind.,  and  that  224  of 
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them  had  been  moved  east  of  Sacramento  billed  to  Whiting  by  August 
31.  The  remaining  cars  were  apparently  sent  to  Bakersiield  instead 
of  to  the  east. 

At  this  time  the  records  of  the  Southern  Pacific  Company  clearly 
show  that  that  company  was  short  of  tank-car  equipment,  and  realized 
that,  because  of  the  rapid  increase  in  the  production  of  crude  oil,  this 
shortage  was  likely  to  become  still  more  acute.  On  April  4,  1901, 
the  local  agent  of  the  Southern  Pacific  wrote  a  letter  to  the  president 
of  the  company  in  part  as  follows: 

We  have  189  oil  tank  care  of  our  own  in  service  and  have  300  under  lease;  ander 
construction  at  Sacramento  50  of  6,500  gallons  capacity,  50  of  13,000  gallons,  and  in 
the  East  500  of  6,500  gallons. 

Here,  then,  was  a  total  of  about  1,100  cars,  including  those  under 
construction,  but  of  these  300  were,  under  the  agreement  with  the 
Standard  Oil  Companj',  to  be  withdrawn  on  the  1st  of  September, 
1901.  This  meant  that  after  the  new  cars  of  the  Southern  Pacific  were 
built  that  company  would  have  only  about  800  cars,  of  which  some  were 
needed  to  haul  water.  The  letter  above  quoted,  on  the  other  hand, 
showed  that  on  the  estimate  of  the  Southern  Pacific's  agent,  1,093  tank 
cars  were  needed  in  the  latter  part  of  May,  1901,  and  that,  because  of 
the  increasing  output  of  crude  oil,  it  was  estimated  that  the  number 
of  cars  soon  to  be  needed  would  be  1,457.  A  letter  of  July  16,  1901, 
from  the  local  agent  of  the  Southern  Pacific  to  the  president,  said: 

After  all  our  care  shall  have  been  delivered  an<l  the  Standard  Oil  Company  shall 
have  received  back  their  300  leased  cars,  we  shall  have  670  tank  care  of  our  own. 
Have  arranged  to  assign  150  to  Atlantic  lines.  This  will  leave  520  for  the  Pacific 
system,  or  just  50  more  than  are  available  at  the  present  time.  *  *  *  I  do  not 
think  that  when  1  get  to  using  oil  more  extensively  on  our  lines  the  670  care  will  be 
sufiScient  to  handle  all  our  own  oil  and  the  commercial  oil  besides. 

It  thus  appears  from  the  records  of  the  Southern  Pacific  Company 
that  that  company  first  endeavored  to  treat  cars  of  the  Union  Tank 
Line  Company  on  the  same  basis  as  those  of  other  private  tank-car 
owners;  that  the  Southern  Pacific  Company  tried  to  prevent  the  imme- 
diate withdrawal  of  Union  Tank  Line  cars,  which,  from  the  above 
correspondence,  appears  to  have  been  attempted  in  order  to  force  the 
Southern  Pacific  to  pay  three-fourths  of  a  cent  niihnige  on  both  loaded 
and  empty  movement  on  any  additional  tank  lars  that  it  might  put  into 
service;  that  it  was  finally  allowed  to  retain  these  Union  Tank  Line 
cars  for  six  months,  during  which  time  it  might  have  ordered  addi- 
tional cars;  and,  finally,  that  the  Southern  Pacific  Company  was  w^ell 
aware  that  the  number  of  new  cars  which  it  had  ordered,  together  with 
those  which  it  already  possessi^d,  would  be  iiisufiicient  to  meet  the 
demands  of  the  oil  business  after  the  Union  Tank  Line  ciirs  should  be 
withdrawn.  It  is  also  clear  that  the  St^uidard  Oil  Company  succeeded 
in  forcing  the  Southern  Pacific  Company  to  permit  it  to  operate  tank 
H.  Doc.  812,  59-1 32 


470  TRANSPOBTATION   OP   PETROLEUM. 

cars  subject  to  the  control  and  for  the  exclusive  use  of  the  Standard 
Oil  companies,  and,  furthermore,  to  pay  three-fourths  of  a  cent  per 
mile  as  mileage  on  both  loaded  and  empty  movement. 

Section  36.  Eefasal  to  haul  cars  of  independent  shippers. 

It  appears  from  the  previous  discussion  that  the  policy  of  the  South- 
ern Pacific  Company  was,  to  a  considerable  extent,  forced  by  the 
Standard  Oil  C>)mpany.  Nevertheless,  the  Southern  Pacific  Company 
was  evidently  at  fault  in  not  providing  additional  facilities  for  the  use 
of  its  patrons,  and  it  was  especially  at  fault  in  giving  more  favor- 
able treatment  to  the^tank  cars  of  the  Union  Tank  Line  Company 
than  to  those  of  independent  tank-car  owners.  The  discrimination  is 
particularly  shown  in  the  refusal  on  the  part  of  the  Southern  Pacific 
Compan}'  to  haul  the  cars  of  independent  private  tank-car  owners  sub- 
ject to  their  exclusive  use,  as  it  hauled  the  cars  of  the  Union  Tank 
Line  Company. 

Experience  op  the  Union  Oil  Company. — An  instance  of  such 
refusal  is  found  in  the  experience  of  the  Union  Oil  Company.  On 
December  27,  1900,  the  Union  Oil  Company  informed  the  Southern 
Pacific  that  it  had  recently  secured  several  contracts  amounting  in  all 
to  something  like  300,000  barrels  per  year,  and  asked  the  railroad 
company  to  make  known  its  policy  in  regard  to  furnishing  sufficient 
tank  cars.  The  Union  Oil  (\)mpan3%  in  a  letter  of  the  above  date  to 
an  official  of  the  Southern  Pacific  Company,  said: 

This  company  has  owned  for  several  years  35  to  60  tank  cars.  The  handling  of 
these  cars  is  provid^nl  for  in  the  agreement  of  May  4,  1897,  with  your  Mr.  Fillmore. 
The  contracts  end  with  the  new  year.  It  is  absolutely  necessary  that  we  receive  the 
information  we  ask.  Will  be  glad  to  make  an  appointment  with  you  at  an  early  date 
to  discuss  the  matter  more  fully. 

On  January  IH,  1901,  the  railroad  company  replied  that  it  had 
ordered  loO  new  oar.s.  The  Union  Oil  Comparn^  replied  that  this  did 
not  give  the  necessary  assurance  that  sufficient  cars  would  be  furnished, 
and  also  stated  that  the  company  contemplated  purchasing  additional 
cars  and  asked  for  a  proposition  for  hauling  them.  On  eJanuary  81  an 
official  of  the  railroad  company  replied  to  the  Union  Oil  Company  as 
follows: 

We  have  taken  every  means  at  our  command  to  provide  ourselves  with  new  equip- 
ment and  to  lease  equipment.  We  do  not  make  any  }>roposition  for  hauling  your 
cars  as  we  do  not  care  about  encouraging  the  building  of  private'  e(|uipment.  If  this 
equipment  should  be  purchased  and  we  should  get  a  greater  number  of  cars  hereafter 
we  should  certainly  insist  on  using  our  cars  to  the  exclusion  of  private  freight  cars. 

EXPEUIENCE  OF  THE  SaN  JoAQUIX  OiL  AND  DEVELOPMENT  COM- 
PANY.—Auotlior  striking  instance  of  this  discrimination  in  the  matter 
of  operating  private  tank  cars  occurred  in  the  case  of  the  San  Joaquin 
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Oil  and  Development  Company  of  the  Kern  River  field.  The  experi- 
ence of  this  company  was  related  by  one  of  its  officers  substantially  as 
follows: 

I  was  led  to  purchase  tank  cars  for  the  simple  reason  that  we  could  not  get  equip- 
ment to  transport  our  oil.  In  HKX),  when  I  found  out  how  the  transportation  situa- 
tion was  goinjj,  I  got  on  a  train  and  went  east  to  buy  can?.  I  was  told  not  to  buy 
them,  that  if  I  did  I  would  lose  money;  that  the  railroa<l  company  would  not  haul 
them.  But  it  was  too  late  then,  as  tlio  money  was  })aid  and  construction  of  the  cars 
commenced.  I  sent  out  thirty-four  cars.  They  got  as  far  as  Los  Angeles  before  the 
Southern  Pacific  knew  they  were  on  their  lines.  Then  I  was  ordered  to  take  them 
off  the  lines  or  they  would  kick  them  off  the  rails.  I  told  them  to  do  so  at  their 
peril  and  demanded  that  they  send  the  cars  to  their  destination  at  Bakerstield.  Fill- 
more sent  the  cars  on,  and  after  they  arrived  he  asked  me  to  meet  him,  saying  that 
the  Southern  Pacific  wanted  to  oi>erate  the  cars;  but  in  tlie  meantime  I  had  made  a 
contract  to  lease  the  thirty-four  cars  to  the  Santa  Fe.  After  that  I  got  the  remainder 
of  the  cars,  sixteen  in  numl)er,  which  the  Southern  Pacific  refused  to  ship  from 
Chic^o.  The  cars  were  on  the  terminal  railroad  tracks  in  Chicago  ready  for  ship- 
ment to  the  Southern  Pacific.  I  wired  my  agent  to  change  his  billing  to  the  Santa  Fe. 
We  got  them  out  here  and  then  the  Southern  Pacific  agreed  to  give  me  six-tenths  of 
a  cent  a  mile  for  my  cars,  to  be  used  in  my  trade  only.  Prior  to  this  time,  however, 
they  had  offered  to  pay  me  50  (;ent«  a  day  only,  and  wanted  to  use  them  for  any- 
body's business.  Later  I  ortlered  forty  more  cars,  and  after  taking  the  matter  up 
with  Mr.  Stubbs  of  the  Southern  Pacific,  I  finally  got  permission  to  i)ut  them  on,  but 
their  cars  were  to  be  given  preference  in  loading  and  unloading.  I  do  not  know 
whether  the  railroad  company  delayed  these  cars  delil>erately,  but  I  have  known 
instances  where  cars  were  kept  on  a  siding  for  six  weeks. 

From  tlie  above  statement  it  appears  that,  although  the  Southern 
Pacific  C/ompany  finally-  opemted  the  cars  of  the  San  Joaquin  Oil  and 
Development  Company,  this  was  only  after  several  refusals  and  much 
discussion,  and  they  were  to  be  operated  only  in  case  the  Southern 
Pacific  should  not  furnish  a  sufiicient  supply.  This  stipulation  com- 
pelled the  San  Joaquin  (^ompany  to  take  the  risk  of  having  its  cars 
remain  idle  and  thus  earn  no  revenue.  The  Southern  Pacific  Company 
did  not  agree  to  operate  these  cars,  even  on  this  conditional  basis,  until 
34  of  them  had  been  leased  to  the  Santa  Ve.  In  actual  operation  the 
cars  were  subjected  to  serious  delay,  and  the  result  of  the  experiment 
was  altogether  unsatisfactory. 

Experience  of  the  Monte  Cuisto  Oil  Company. — The  Monte 
Cristo  Oil  Company  several  years  ago,  when  operating  as  an  inde- 
pendent concern  in  the  Kern  Rivc^"  field,  contemplated  the  purchase 
of  tank  cars,  but,  according  to  a  representative  of  the  company,  the 
Southern  Pacific  Compan}'  refused  to  haul  them  except  as  ''  common 
cars."    The  facts  in  the  case  were  stated  substantially  as  follows: 

The  Monte  Cristo  Oil  Company  several  years  ago  had  contracts  with  the  Market 
Street  Riiilway  and  the  Union  In)n  Works,  at  San  Francisi'o,  to  deliver  them  oil  at 
50  cents  a  barrel,  free  on  boanl  railroail  track  in  the  Kern  River  field.  These  con- 
tracts called  for  a})out  ;r),000  Iwirrels  of  oil  a  month.  The  con.«iignees  were  to  provide 
transportation  facilities.     The  Market  Street  Railway  Company  could  not  get  cars. 
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and  as  a  result  did  not  take  the  full  amount  of  oil  called  for  under  its  contract.  The 
Monte  Criflto  Oil  Company  thereupon  considered  the  advisability  of  purchasing  30 
tank  cars,  then  in  Chicago.  We  asked  the  Southern  Pacific  Company  if  it  would 
haul  oil  to  the  Market  Street  Railway  if.  we  bought  these  cars.  The  Southern  Pacific 
Company  replied  that  it  would  not  agree  to  use  such  cars  exclusively  for  the  trans- 
portation of  the  oil  in  question,  but  would  merely  receive  these  cars  on  general  com- 
mission, distributing  them  among  shippers  as  they  saw  fit.  In  other  words,  we  would 
have  been  no  better  off  than  we  were  before.  Just  about  the  time  that  the  Monte 
Cristo  Oil  Company  was  trying  to  get  cars  to  fill  its  contracts  the  Standard  Oil  Com- 
pany called  all  their  cars  in  and  kept  some  of  them  lying  idle  on  sidetracks  at 
Bakersfield  for  months.  The  Southern  Pacific  Comj>any  claimed  that  they  were 
very  short  of  equipment  on  account  of  this  withdrawal  of  the  Standard  Oil  Com- 
pany's cars.  Just  about  this  time  the  Standard  Oil  Company  came  to  us  and  offered 
to  take  our  oil  at  20  cents  a  barrel.  We  were  forced  to  accept  their  offer  because  we 
could  not  deliver  the  oil  to  the  Market  Street  Railway.  The  Standard  then  took 
over  all  our  contracts. 

For  several  years  after  the  withdrawal  of  the  Union  Tank  Line 
cars  there  was  an  acute  shortage  of  tank  cars  in  California,  but  the 
Southern  Pacific  still  maintained  its  refusal  to  operate  private  cars  for 
independent  owners  generally.  As  bearing  on  the  attitude  of  the  com- 
pany, the  following  letter,  written  by  the  Southern  Pacific  Company 
in  December,  1903,  or  more  than  two  years  after  the  Union  Tank  Line 
cars  had  been  withdrawn  from  general  commission,  is  of  interest: 

December  4,  1903. 
Mr.  T.  Earley. 

Pres,  liei'enne  (Al  Cb.,  Pasadena. 
Dear  Sir:  Referring  to  your  lett^^r  of  Dec.  1st  regarding  supply  of  cars  for  next 
season: 

As  you  know,  I  have  had  question  of  supplying  cars  for  the  Revenue  up  with 
Mr.  Bnrkhalter  for  some  time  past.  Saw  him  quite  recently,  and  he  promised  he 
would  do  the  very  best  he  could  for  you. 

As  regards  Revenue  Oil  Co.  owning  cars,"  it  would  simply  be  an  added  expense 
to  the  oil  company  for  the  reason  that  the  carrier  dot^  not  make  any  reduction  what- 
ever in  the  rates  whether  company  car  or  a  car  of  private  ownership  is  used. 

Mr.  Wilson  did  write  Mr.  Sproule  and  I  replicil  to  the  letter,  stating  that  arrange- 
ments for  handling  cars  of  private  ownership  should  be  taken  up  with  the  operating 
department,  first  as  to  whether  this  company  would  handle  such  cars  in  oil  trade, 
and,  if  so,  uix)n  what  terms;  so  far  as  rate  is  concorneil  it  will  remain  intact. 
Yours  trulv, 

G.  W.  Luce. 

From  the  above  letter  the  intimation  is  clear  that  the  Southern 
Pa<*itic  Company  reserved  the  right  to  decline  to  operate  tank  cars  for 
private  owners,  although  it  was  then  operating  cars  of  the  Union  Tank 
Line  subject  to  the  control  of  that  conipan}'. 

ExPKRiENc^E  OF  THE  Transi'Oht  OiL  COMPANY. — The  Transport 
Oil  Company,  after  sufTering  from  a  shortage  of  equipment,  took  up 
with  the  Southern  Pacific  Company  the  question  of  bu3nng  tank  cars 
for  its  own  use.  The  correspondence  shows  that  the  Southern  Pacific 
did  not  in  this  case  positively  refuse  to  receive  and  haul  such  cars,  but 
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imposed  restrictions  upon  theiF  operation.  In  particular  it  declared 
that  it  would  operate  such  cars  onl}'^  when  railroad  cars  were  not 
available,  a  condition  which  the  Transport  Oil  Company  naturally 
regarded  as  impracticable.  It  refused  to  pay  more  than  six-tenths  of 
a  cent  per  mile,  and  on  loaded  cars  only,  as  mileage  on  any  tank  cars 
which  the  Transport  Oil  Company  might  buy,  whereas  it  paid  the  Union 
Tank  Line  Company  three-fourths  of  a  cent  per  mile  on  empty  as  well 
as  loaded  cars.  Following  are  copies  of  two  letters  of  Mr.  G.  F.  Rich- 
ardson, superintendent  of  transportation  of  the  Southern  Pacific  Com- 
pany, on  this  subject: 

Southern  Pacific  Company, 

San  PrandscOf  Dec.  5,  190S, 
Mr.  Isaac  E.  Blake, 

Pres,  Transport  Oil  Company ^  544  ParroU  BUlg.^  City, 
Dear  Sir:  Referring  to  your  letter  of  the  18th  ult. : 

We  will  permit  you  to  supply  your  own  cars  for  transportation  of  oil,  if  you  so 
desire,  on  the  understanding  that  we  will  pay  mileage  at  I'^j  of  a  cent  per  car 
per  mile  when  loaded  only,  nothing  when  empty;  and  on  further  understanding 
that  they  are  to  be  used  only  ivhen  we  are  unable  to  furnish  you  all  of  the  cars  you 
require. « 

Yours  truly,  G.  F.  Richardson, 

Supt.  of  Transporiatum, 
Copy  to  Mr.  Jas.  Agler. 


Southern  Pacific  Company, 

San  FranciscOf  Dec.  7,  190S. 
Mr.  Isaac  E.  Blake, 

Pres.  Transport  OH  Company y  544  Parrolt  Bldg.y  City. 
Dear  Sir:  Referring  to  my  letter  of  the  5th  inst,  in  reply  to  yours  of  the  18th 
ult,,  regarding  oil  cars: 

I  should  have  stated  that  we  want  it  distinctly  understood  that  any  cars  you  sup- 
ply for  transportation  of  your  oil  will  be  confined  to  local  hauls  of  your  own  product, 
and  that  they  will  not  engage  in  transporting  oil  for  any  other  parties  or  in  through 
traffic.  I  presume  that  is  your  intention,  but  merely  want  to  have  it  clearly 
understood. 

Yours  truly,  G.  F.  Richardson, 

Supt.  of  Transportation. 
Copy  to  Mr.  Jas.  Agler. 

The  Bureau  has  testimony  showing  that  in  several  other  instances 
the  Southern  Pacific  declined  to  haul  private  tank  cars  of  independent 
shippers  on  the  same  terms  that  it  liauU^d  those  of  the  Union  Tank 
Line  Company;  but,  in  view  of  the  above  evidence,  further  illustra- 
tion is  unnecessar}'.  The  Associated  Oil  Company  had  about  100  tank 
cars  which  it  was  allowed  to  operate,  the  company  receiving,  however, 
only  six-tenths  of  a  cent  per  car  per  mile,  and  onl}^  on  the  loaded 
movement.     The  instances  above  cited  were   known  to  independent 
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producers  generally,  and  discouraged  them  from  attempting  to  own 
equipment.  A  prominent  oil  producer  of  Bakersfield  summed  up  the 
situation  as  follows: 

It  was  the  general  understanding  among  producers  that  the  railroad  company  had 
absolutely  refused  to  receive  private  cars  from  independent  producers  unless  the 
railroads  were  allowed  the  entire  control  of  these  cars,  and  it  was  generally  under- 
stood that  these  cars  would  not  be  confined  to  the  company  owning  them. 

The  effect  of  this  action  of  the  Union  Tank  Line  Company  in  with- 
drawing its  cars  and  of  the  policy  of  the  Southern  Pacific  Compan}' 
toward  producers  who  were  disposed  to  provide  their  own  e({uipment 
has  been  felt  in  practically  every  department  of  the  California  fuel-oil 
industry.  Conditions  were  eventually  remedied  in  a  measure  through 
the  purchase  of  a  larger  supply  of  equipment  by  railroads,  but  by  that 
time  the  mischief  had  been  done,  and  the  power  of  Standard  Oil  inter- 
ests and  a  few  other  large  oil-purchasing  companies  which  owned 
equipment  had  been  so  greatly  extended  thatthe.independent  producer 
has  never  regained  his  former  position. 

Indignation  over  the  withdrawal  of  Union  Tank  Line  cars  from  gen- 
eral commission  was  incrciised  becauvsc  at  times,  when  independent 
producers  were  badly  in  need  of  cars,  a  number  of  empty  cars  were 
kept  idle  on  sidings  for  considerable  periods.  It  appears  that  such 
cars  included  those  of  the  Southern  Pacific  as  well  as  the  Union  Tank 
Line.     This  complaint  is  discussed  elsewhere  (p.  477). 

Explanation  of  railroad  officers. — The  attitude  of  the  South- 
ern Pacific  Company  in  these  matters  has  been  suflSciently  indicated. 
That  company  takes  the  ground  that,  as  far  as  the  withdrawal  of 
Union  Tank  Line  Company  curs  is  concerned,  it  was  jx)werless  to  pre- 
vent their  withdrawal  under  the  t^rms  of  the  lease  under  which  these 
cars  had  been  operated. 

The  attitude  of  the  Santa  Fe  system  in  this  matter  of  operation  of 
private  tiink  cars  is  indicated  by  the  following  statement  of  an  officer 
of  that  company : 

We  di8coiirage<l  the  building  of  tiinkcarH  Ix^cause  we  have  to  pay  mileage  on  them. 
We  did  not  say  that  we  would  not  operate  cars  if  anyone  wanted  to  build  them. 
We  have  at  times  allowed  private  tank  car  owners  the  exclusive  use  of  their  cars;  at 
other  times  we  have  decline<l  to  do  this,  but  not  to  any  great  extent.  We  have  never 
been  short  of  cars  for  our  regular  ])usiness  except  for  a  day  or  two.  It  has  l)een 
almost  impossible  t«^  regulate  thesuj)ply  at  times,  l)ut  I  do  not  believe  that  any  patron 
of  our  lines  luis  actually  suffered  for  cars.  We  said  that  we  would  provide  sufficient 
cars  to  handle  the  business.  We  did  not  decline  to  handle  cars  of  private  owners, 
but  we  would  not  pay  them  mileage.  If  we  had  no  cars  and  needed  cars  for  the  con- 
venience of  the  traltic,  the  chances  are  that  we  would  take  the  cars  and  pay  for  their 
use;  but  if  we  had  cars  of  our  own  we  would  probably  say  to  the  ship|)er  that  we 
would  han<lle  his  business  in  his  own  cars  and  not  allow  him  anything  for  their  use. 
I  understand  that  a  railroad  is  under  no  obligation  to  haul  cars  for  private  parties 
if  it  has  eiiuipmcnt  of  its  own — we  can  decline.  If  the  railroad  company  could  not 
supply  cars  needed  by  the  shipper,  it  would  not  ordinarily  decline  to  handle  the 
cars  of  such  shipjjer. 
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Section  37.  Complaints  of  car  shortage. 

The  withdrawal  of  Union  Tank  Line  cars,  already  describe<l,  in 
connection  with  the  failure  of  the  Southern  Pacific  to  provide  an 
adequate  supply,  was  a  very  serious  matter.  Complaints  of  car  short- 
age were  almost  universal  among  independent  shippers,  who  regard 
this  condition  as  largely,  if  not  mainly,  responsible  for  their  loss  of 
business.  Deprived  of  adequate  means  of  serving  customers,  the 
independent  producer  has  very  generally  been  compelled  to  sell  his 
oil  to  the  few  large  companies  which  were  able  to  get  cars.  The  situa- 
tion was  briefly  summed  up  by  one  producer,  as  follows: 

The  whole  trouble  in  the  oil  situation  arisea  from  high  freight  rates  and  lack  of 
cars.  Last  year  we  were  delivering  oil  to  the  county  for  road  purposes,  but  had  so 
much  trouble  getting  cArs  that  it  was  almost  impossible  to  do  business.  The  first 
question  a  purchaser  asks  is  whether  we  can  guarantee  deliveries.  We  have  to  say 
we  can  not,  and  negotiations  stop  right  there. 

The  complaint  of  car  shortage,  thus  generally  stilted,  is  supported  by 
the  almost  uniform  testimony  of  representative  independent  producers. 
Some  of  the  statements  obtained  by  agents  of  the  Bureau  are  given 
below. 

Experience  of  the  United  Oil  Producers. — A  former  manager 
of  the  United  Oil  Producers,  a  marketing  company  of  San  Fi*ancisco, 
has  testified  substantially  as  follows: 

In  1900  the  United  Oil  Producers  liad  a  contract  with  the  California  Street  Rail- 
way Company  for  120,000  barrels  of  fuel  oil  and  were  shipping  the  oil  to  San  Fran- 
cisco over  the  Southern  Pacific.  I  asked  the  Southern  Pacific  for  more  cars.  They 
replied  that  they  had  none;  that  all  the  Union  Tank  Line  cars  were  the  projHjrty  of 
the  Standard  Oil  Company,  but  that  they  were  going  to  build  more  cars.  I  went 
to  the  railway  company^s  power  plant  and  notified  the  company  that  we  were  out  of 
business. 

We  also  had  a  contract  with  the  Merchants'  Ice  and  Cold  Storage  Company.  I 
told  them  that  we  were  done  up.  1  had  never  known  before  this  that  the  cam  we 
had  been  using  were  the  property  of  the  Standard  Oil  Company.  For  two  years 
after  1900  the  Ignited  Oil  Producers  continued  to  do  business  spasmcxlically,  but 
never  got  cars  in  suflicient  and  regular  quantity.  When  the  railroad  did  have  cars 
it  would  swamp  you  with  them,  and  then  it  would  take  them  all  away.  The  South- 
em  Pacific  said  they  were  going  to  build  some  cars,  but  we  couldn't  get  them.  The 
Santa  Fe  showed  a  disposition  to  heli)  out  indej)endent  shipi)erH,  but  they  did  not 
reach  as  many  jK>ints.  The  attitude  of  the  Southern  Pacific  was  quite  the  contrary. 
The  Southern  Pacific  and  the  Standard  Oil  Company  ran  us  right  out  of  business. 
The  Standard  Oil  Company  got  the  business  that  we  lost. 

A  representative  of  the  Revenue  Oil  Company  stated: 
Beginning  in  Septeml)er,  1903,  and  continuing  through  November,  1904,  1  had  a 
standing  order  with  the  Southern  Pacific  for  5  ciirs  a  day,  or,  if  5  cars  could  not 
bep  furnished,  any  num])er  up  to  5  cars.  The  entire  numl)er  of  cars  actually  fur- 
nished in  sixteen  months  was  115,  or,  in  other  words,  a  car  about  every  four  days 
instead  of  5  cars  a  day.  These  cars  were  requeste<l  to  enable  the  Revenue  Oil  Com- 
pany to  fill  a  contract  with  the  American  Beet  Sugar  Company  at  Oxnard.  This  con- 
tract called  for  20,000  barrels.  We  could  have  filled  the  contract  in  three  months, 
whereas,  by  reason  of  the  delay,  it  required  fifteen  months  to  eo\xi\\siXfc  ^^v^w^^as^. 


476  TRANSPORTATION  OF  PETROLEUM. 

Another  producer,  in  the  same  field,  said: 

The  greatest  diflBiculty  of  independent  producers  is  in  securing  cars.  The  average 
order  placed  by  the  Knob  Hill  Oil  Company  during  the  past  four  years  has  been  10 
cars  a  day.  Against  this  standing  order  with  the  Southern  Pacific  the  number 
actually  received  haa  ranged  from  30  to  100  cars  per  month,  the  average  number 
being  about  40.  The  highest  number  ever  received  in  a  single  month  was  100  cars. 
In  the  summer  of  1904  the  company  contracted  to  <loliver  oil  at  Oleum  and  ordered 
4  cars  daily  from  the  Southern  Pacific.  During  the  first  month  of  this  contract 
they  received  less  than  20  cars  and  during  the  balance  of  the  contract  period  the 
average  number  w^as  1  a  day.  1  have  no  doubt  that  my  comi>any  could  sell  its 
oil  to  customers  at  a  profitable  price  if  deliveries  could  be  guaranteed.  In  1904  we 
could  have  sold  our  oil  at  20  cents  a  barrel  direct  to  customers  if  we  could  have 
obtained  cars.  We  could  not  do  this,  and  instead  we  were  forced  to  sell  our  pro- 
duction to  the  Pacific  Coast  Oil  Company  at  prices  gradually  declining  from  20  cents 
to  14  cents,  until  that  company  went  out  of  the  market  as  a  purchaser. 

These  statements  are  only  representative  of  a  large  number  of  the 
same  general  nature  obtained  from  responsible  producers.  The 
Bureau  has  a  mass  of  testimon}'  to  confirm  these  complaints  of  serious 
car  shortage. 

The  Southern  Pacific  Company  did  not,  as  late  as  December,  1903, 
or  more  than  two  years  after  the  Union  Tank  Line  Company's  cars 
had  been  withdrawn  from  general  use,  and  after  the  oil  industry  in 
California  had  been  extensivcl}"  developed  and  its  permanent  character 
demonstrated,  have  a  sufficient  supply  of  tank  cars,  and  this  condi- 
tion had  prevailed  for  a  long  time.  This  is  admitted  in  writing  by  the 
superintendent  of  transportation  of  the  Southern  Pacific  Company,  as 
the  following  letter  to  Mr.  I.  E.  Bhike,  of  the  Transport  Oil  Company, 
who  was  then  considering  the  purchase  of  cars  for  his  own  use,  clearly 
shows: 

SorTHEKN  Pacific  Company, 

S<m  Francisco y  Dec.  P,  1903. 
Mr.  Isaac  E.  Blake, 

Pir.vilmt  TroHitport  Oil  Co.,  544  P<tm>U  Ihuldlng^  Ciitj.   • 
Dear  Sik:  I  have  your  letter  of  the  8th. 

T!ie  reason  I  did  not  refer  to  the  probability  of  our  l)eing  able  to  supply  oil  cars 
U)  the  number  required  in  the  future  is  l)eeause  it  is  inipossil)le  for  me  to  make  any 
predictions  in  that  line.  This  will  <lepend  very  largely  upon  the  development  of  the 
business,  which  I  am  unable  to  foresee.  At  present  we  are  short  of  cars  to  lill 
requirements  of  various  shippers,  and,  as  you  doubtless  know,  this  condition  has 
existed  for  a  Ion g  time  ;>a.s7.« 

By  *'  local  trafhc'*^  I  mean  traffic  confined  to  this  company's  nuls. 
Yours  truly, 

G.  F.  Richardson, 
Siiperintnident  of  Transportation. 

Answers  of  kailroad  to  complaints  of  car  shortage. — The 
position  of  the  Southern  Pacific  Company  in  this  matter  of  ear  shortage 
has  already  been  indicated.     An  officer  of  the  Santa  Fe  system,  in 

« Italics  by  Bureau.  Refers  to  a  previous  letter.     See  p.  473. 
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reply  to  complaints  of  producers  of  inability  to  get  cars,  has  testified 
as  follows: 

We  have  at  times  been  unable  to  furnish  care,  but  we  have  never  refused.  The 
reason  of  our  inability  at  times  has  been  the  demand  for  oil  and  the  fact  that  the 
growth  of  the  business  got  ahead  of  us  until  we  got  new  cars  to  relieve  it.  I  have 
heard  of  no  shortage  at  any  of  the  leading  points  for  some  time.  There  has  been  no 
case  of  refusal  to  furnish  a  car  at  any  point.  I  will  say  that  we  have  had  little  or  no 
complaint  from  the  oil-loading  points. 

Section  38.  Charges  that  cars  were  deliberately  kept  idle. 

It  is  charged  by  some  producers  in  California  that  the  Southern 
Pacific  Company,  after  the  withdrawal  of  Union  Tank  Line  cars,  not 
only  failed  to  provide  a  sufficient  numl)er  of  oil  cars  to  handle  the 
traffic,  but  that  it  deliberately  kept  a  portion  of  its  limited  supply  from 
service.  The  withholding  of  Union  Tank  Line  cars  in  this  manner  has 
already  been  alluded  to.  These  instances  occurred  several  years  ago, 
and  in  most  instances  shippers  were  unable  to  give  exact  dates  or  to 
say  whether  the  cars  thus  held  idle  belonged  to  the  Union  Tank  Line 
Company  or  to  the  railroad.  But  in  several  instances  it  was  stated 
that  railroad  cars  were  thus  held,  as  well  as  those  of  the  Union  Tank 
Line. 

An  oil  refiner  said  on  this  point: 

I  know  that  40  to  60  cars  were  being  held  for  ten  days  loaded  with  oil  in  the 
Oakland  yards  when  all  the  oil  men  were  crying  for  cars.  These  cars  had  on  them 
in  big  letters  "  HOLD."    They  were  the  Southern  Pacific  Company's  own  cars. 

A  producer  in  the  Kern  River  field  testified  as  follows: 

For  two  years  the  Southern  Pacific  Company  had  an  adequate  supply  of  cars  which 
it  could  have  distributed  to  shippers,  but  they  have  not  been  supplied  in  sufficient 
number  and  with  sufficient  regularity  to  enable  producers  to  comply  with  contrac^ts. 
In  the  summer  of  1904  I  saw  a  hundred  empty  cars  in  the  Kern  yard,  when  neither 
I  nor  any  other  independent  shipper  could  secure  a  car.  1  believe  the  Southern 
Pacific  has  deliberately  refused  to  furnish  cans  to  independent  shippers,  its  object 
being  to  hold  the  oil  in  the  field  for  its  own  consumption. 

A  producer  in  the  Coalinga  field  statod: 

In  the  first  shortage  I  think  there  wiis  really  a  lack  of  cars,  but  later  there  would 
have  been  plenty  of  cars  if  equipment  had  been  properly  handled.  About  two  and 
one-half  years  ago,  or  probably  later,  I  rememl)er  there  were  two  sidetracks  filled 
with  cars.  The  Southern  Pacific  Company,  in  my  opinion,  have  had  cars  and  held 
them  back.  I  think  the  Santa  Fe  tried  harder  than  the  Southern  Pacific  to  help 
shippers  in  this  matter. 

The  superintendent  of  one  of  the  largest  companies  in  the  Kern 
River  field  said: 

I  have  seen  a  long  string  of  empty  cars  on  the  gravel  switch  at  a  time  when  pro- 
dacers  at  Oil  City  were  calling  for  cars.  (Oil  City  is  the  Southern  Pacific  station 
in  the  Kern  River  field. )  The  Southern  Pacific  claimed  to  be  short  of  motive  power; 
but  we  producers  suspected  that  they  were  trying  to  break  the  price  in  the  interest 
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of  the  Standard  Oil  Company  and  themselves.  The  car  shortage  undoubtedly  pre- 
vented producers  from  securing  contracts,  as  they  were  then  unable  to  guarantee 
deliveries. 

A  representative  of  the  Continental  Oil  Company  of  the  Kern  River 
field  said: 

Our  company  had  a  contract  in  1901  to  deliver  oil  for  ten  years  at  90  cents  a  barrel 
tc  the  United  Oil  Producers  of  San  Francisco,  guaranteeing  deliveries.  The  contract 
remained  in  force  only  a  month  because  we  could  not  get  cars.  The  company  could 
get  only  three  or  four  cars  a  month  instead  of  four  or  five  a  day;  we  could  have  sold 
the  whole  product  if  we  could  have  had  cars.  I  have  seen  whole  sidetracks  in 
Bakersfield  full  of  cars  when  we  could  not  get  any.  They  were  lined  up  there  at  the 
Standard's  tanks — they  may  have  been  the  Standard's  own  cars.  After  this  experi- 
ence we  did  not  dispose  of  our  oil.  We  started  to  as  soon  as  we  had  facilities  and 
then  shut  down.  In  September,  1903,  we  made  a  contract  with  a  beet-sugar  company, 
subject  to  our  ability  to  get  cars,  at  a  price  of  22i  cents.     Later  we  leased  our  property. 

A  large  consumer  of  fuel  oil  said: 

At  a  time  when  we  were  short  of  cars,  I  counted  87  empty  cars  in  the  Southern 
Pacific  yards.  I  think  they  were  Southern  Pacific  cars;  at  least  most  of  them  were. 
I  don't  remember  whether  there  were  any  Union  Tank  Line  cars.  I  told  my  partner 
about  it  and  he  went  down  and  asked  the  Southern  Pacific  why  they  didn't  send 
those  empties.     And  they  couldn't  answer  his  question. 

Section  39.  Unfair  apportionment  of  cars. 

Complaints  of  independent  producers. — From  what  has  already 
been  said,  it  appears  that  independent  producers  not  only  complain 
of  a  shortage  of  tank  cars,  but  of  a  wilfully  unfair  apportionment. 
The  principal  complaints  of  this  character  relate  to  alleged  favoritism 
by  the  Southern  Pacific  toward  the  Associated  Oil  Compan\\  The 
fact  that  the  Associated  Oil  Compan}^  is  specially  mentioned,  rather 
than  the  Standard  Oil  Company,  may  be  due  to  the  fact  that  the  latter 
has  an  ample  supply  of  its  own. 

Representatives  of  the  Southern  Pacific  Company  and  of  the  Asso- 
ciated Oil  Company  deny  this  charge  of  favoritism,  but  it  is  strongly 
supported  by  the  testinjony  of  producers.  Whereas  complaints  were 
almost  universal  on  the  part  of  independent  shippers  that  they  were 
unable  to  guarantee  deliveries,  the  Associated  Oil  Company  can  and 
does  make  such  guarantees.  Contract  after  contract  has  been  lost  by 
independent  producers,  and  succeeded  to  l)y  either  the  Associated  Oil 
Company  or  the  Standard  Oil  Company.  The  charges  of  independ- 
ent shippers  are  corroborated  by  the  testimon}^  of  leading  receivers  of 
oil,  many  of  whom  have  stated  that  they  had  serious  difficulty  in 
obtaining  deliveries  when  buying  from  an  independent  producer,  but 
almost  never  when  they  purchased  from  the  Associated  Oil  Company 
or  the  Standard  Oil  Company. 

The  Associated  Oil  Company  admits  that  it  never  lost  a  contract 
because  of  car  shortage. 
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A  representative  of  the  Nevada  County  Oil  Company  said  on  this 
point: 

In  1902  the  Nevada  County  Oil  Company  was  considering  the  advisability  of  tak- 
ing certain  contracts.  The  parties  with  whom  we  were  negotiating  insisted  that  we 
agree  to  deliver  the  oil  as  they  required  it.  The  Southern  Pacific  Company  informed 
us  that  they  were  not  able  to  guarantee  us  the  cars.  While  we  were  thus  unable  to 
take  these  contracts,  the  Associated  Oil  Company  was  able  to  take  them  and  did  take 
them. 

A  representative  of  the  New  Pennsylvania  and  Barker  oil  companies, 
Santa  Maria: 

Our  experience  in  Bakersfield  was  that  when  we  tried  to  get  outside  contracts  we 
could  not  get  i^ars  to  fill  them.  That  was  about  1899  and  1900.  All  this  time  the 
Standard  Oil  Company  could  get  all  the  cars  they  wanted,  and  the  cars  were  marked 
Southern  Pacific,  too.  The  railroads  would  say  that  they  would  try  to  get  a  car 
next  week  or  some  other  day  until  we  failed  to  make  deliveries  under  our  contracts. 
We  lost  two  of  the  best  contracts  we  had  in  that  way. 

A  positive  assertion  that  the  Southern  PaciKc  discriminated  among 
shippers  in  the  apportionment  of  empty  tank  cars  was  made  by  an 
agent  of  the  Union  Oil  Company,  whose  statement  may  be  summarized 
as  follows: 

During  the  earlier  period  of  development  at  Coalinga  there  was  a  real  shortage  of 
cars,  and  such  cars  as  were  needed  by  the  railroad  for  its  own  purposes  were,  in  fact, 
so  used.  When  a  more  adequate  supply  of  cars  was  obtained,  and  after  the  Southern 
Pacific  had  acquired  an  interest  in  the  Associate<l,  the  latter  company  was  openly 
and  universally  favored  in  respect  to  car  supply,  both  in  the  Coalinga  and  in  the 
Kern  River  field,  but  principally  in  the  latter.  I  frequently  had  occasion  to  make 
urgent  requisitions  for  cars,  but  in  vain,  when  there  were  a  dozen  or  more  at  the 
disposal  of  the  Associated  Oil  Company  which  that  company  could  not,  for  the  time 
being,  use. 

The  suggestion  contained  in  the  above  statement  that  the  Southern 
Pacific  looked  out  for  its  own  supply  of  crude  oil  before  providing 
shipping  facilities  for  its  patrons  is  indorsed  by  various  other 
producers. 

A  representative  of  the  King-Keystone  Oil  Company  states: 

On  several  occasions  we  had  orders  with  the  Dabney  Oil  Company,  the  Four  Oil 
Company,  the  Pollock  Oil  Company,  and  nine  or  ten  others  for  cars  of  oil,  hoping 
that  we  might  get  a  supply  in  this  manner.  We  ordered  much  more  oil  than  we 
really  needed  in  the  hope  of  thus  supplying  our  actual  needs.  These  companies 
were  told  by  the  railroad  companies  that  the  latter  would  not  give  them  any  cars 
for  several  weeks,  l>e<'ause  they  were  filling  their  fuel  oil  tanks  in  Texas.  At  one 
time  we  had  an  order  with  the  Dabney  Oil  Company  for  six  weeks  and  could  not 
get  a  car  of  oil.  The  railroad  company  told  us  they  would  not  haul  any  cars  for 
anybody  but  themselves. 

A  former  representative  of  the  San  Joaquin  Oil  and  Development 
Company  stated  in  this  connection; 

We  thought  the  car  shortage  was  due  to  a  disposition  on  the  part  of  the  railroad 
not  to  furnish  cars.     Everybody  had  the  same  trouble,  except  with  regard  to  cars 
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for  railroad  business.  The  railroads  had  contracts  with  companies  in  Kern  River, 
and  most  of  the  oil,  at  one  time,  was  shipped  out  as  railroad  oil.  Desiring  oil  them- 
selves for  their  own  fuel  they  would  use  their  cars  for  that  purpose,  disregarding 
what  might  be  earned  in  freight  on  oil  transported  for  other  i)arties. 

An  officer  of  the  Independent  Oil  Producers'  Agency: 

The  largest  consumers  of  oil  on  the  coast  are  the  Santa  Fe  and  the  Southern 
Pacific.  Tank  cars  being  under  their  control,  they  first  supply  their  own  wants. 
Any  excess  above  their  requirements  on  a  given  day  is  supposed  to  be  distributed 
upon  a  pro  rata  basis.  .  The  number  thus  distributed  is  small.  Large  consumers, 
therefore,  knowing  that  the  agency  could  not  guarantee  deliveries,  could  not  afford 
to  place  their  orders  with  that  company,  but  in  order  to  be  sure  of  oil  to  meet  their 
equirements  are  coini^elled  to  purchase  from  strong  delivering  companies.  Even  if 
the  agency  had  its  own  cars  there  is  no  certainty  that  the  railroads  would  move 
them  with  sufficient  regularity.  It  is  well  known  that  at  times  when  cars  were  not 
delivered  according  to  requisition,  there  were  upon  different  switches  a  number  of 
cars  which  would  have  measurably  covered  requirements, 

A  leading  producer  of  McKittrick: 

The  Associated  Oil  Company  had  no  trouble  in  getting  cars  to  fill  a  contract  which 
we  were  unable  to  fill  by  reason  of  lack  of  cars.  We  had  no  trouble  when  we  sold 
to  the  railroad. 

The  Pacific  Oil  Transportation  Company  (a  concern  wholly  distinct 
from  the  Pacific  Coast  Oil  Company)  had  no  serious  complaint  in 
regard  to  obtaining  cars,  but  in  explanation  of  this  it  was  found  that 
the  Southern  Pacific  Company  had  specifically  set  aside  for  the  Pacific 
Oil  Transportation  Company  20  large  cars  which,  under  rapid  move- 
ment, were  able  to  take  c^ire  of  a  large  part  of  the  Kern  River  busi- 
ness of  the  company.  This  situation  was  explained  by  an  officer  of 
the  Pacific  Oil  Transportation  Company  as  follows: 

The  Southern  Pacific  Company,  for  our  foreign  service,  put  on  20  large  (309-barrel) 
cars  to  be  used  exclusively  by  us  between  Alameda  Point  and  Oil  Siding  No.  2, 
Kern  River.  This  oil  wa.s  for  ex]:)ort  business  only,  and  the  cars  were  given  us  in 
consideration  of  our  eciuipping  a  vessel  as  an  oil  carrier  between  San  Francisc^o 
and  Monterey.  We  would  not  have  built  this  veasel  without  assurance  that  we 
would  have  facilities  for  rail  transportation.  We  have  had  no  other  cars  than  these 
set  apart  for  our  exclusive  use.  This  is  not  a  discrimination,  as  the  arrangement 
was  made  for  tlie  consideration  noted.  We  have  no  preference  in  obtaining  a  supply 
of  conmiercial  cars  for  oil  shipments,  and  we  have  had  a  good  deal  of  trouble  in 
obtainino:  such  cars. 

The  Stockton  Milling  Company  is  one  of  the  few  consumers  report- 
ing any  serious  delay  in  deliveries  when  buying  from  the  Associated 
Oil  Conipun}.  An  officer  of  the  milling  company  said  that  when 
buying  of  the  Associated  under  a  contract  made  in  1902  there  were 
occasional  demurrage  bills,  and  at  one  time  his  plant  had  to  shut 
down  for  lack  of  oil.  He  stated  that  in  1905,  on  the  expiration  of 
the  contract  with  the  Associated,  the  company  made  a  three-year  con- 
tract with  the  Standard  Oil  Company  and  has  had  no  difficulty  in 
obtaining  prompt  deliveries.  The  Standard,  however,  also  named  a 
lower  price. 
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Shipmknts  of  the  Revenue  Oil  Company. — About  the  only  oil 
companies  which  did  not  complain  of  trouble  in  getting  cars  were 
cither  the  large  companies  which  had  equipment  of  their  own  or  a 
few  concerns  which  sold  the  bulk  of  their  oil  to  the  railroads.  It  is 
the  almost  unanimous  testimon}'  of  pro<luccrs  that  in  delivering  their 
oil  to  the  railroads  or  to  the  Associated  Oil  Company  cars  were  pro- 
vided, even  though  at  the  same  time  they  were  unable  to  obtain  cars 
for  their  other  contracts.  This  is  strikingly  shown  in  the  case  of  the 
Revenue  Oil  Compan3\  As  already  noted,  this  company  was  able  to 
get  only  about  a  car  every  four  days  for  its  contract  with  the  Ameri- 
can Beet  Sugar  Company,  whereas  it  desired  five  cars  a  day.  During 
a  period  of  fifteen  months  it  shipped  115  cars  to  the  American  Beet 
Sugar  Company  on  this  contract,  and  its  shipments  to  miscellaneous 
consumers  were  but  90  cars.  In  the  same  period  it  was  able  to  ship 
653  cars  to  the  Associated  Oil  Company.  The  shipments  of  this  com- 
pany from  September,  1903,  to  December,  1904,  to  its  various  con- 
signees, are  shown  in  the  following  table: 

SHIPMENTS  OP  OIL  BY  THE  REVENUE  OIL  COMPANY,  BY  MONTHS.  SEITEMBER.  1903,  TO 

DECEMBER,  1904. 


Consign  ws. 

Month. 

Callfor- 
De         nia      South- 
Camp  <Sc  Brick  &  crn  Pa- 
Mosher.  Pottery  cific  Co. 
1    CO. 

Divi- 
dend 
consoli- 
dated. 

Alpine 

Plaster 

Co. 

Associ- 
ated Oil 
C^. 

Ameri- 
can 
Beet 

Sugar 
Co. 

C.  E. 
Justin. 

ToUil. 

1903. 
SeDtember 

Number  of  cars. 

17 
12 
1 

i' 

2 

1 

53 
156 
52 

56 

35 
?2 
73 
95 

61 

6 
4 

5 
14 

5 
18 
4 
7 
7 
9 
6 
3 
7 
12 
8 

1 

26 

October 

70 

November 

3 
2 

1 
1 
2 

1 

165 

December 

68 

1904. 
January 

62 

Febniftiy , ,..  r,  -, 

1 
1 

1 

20 

March 

1 

43 

April 

1 
13 

1 

83 

Mar 

93 

June 

7 



1 

2 

1 
2 
2 

1 

114 

July 

7 

August          

2 
2 
3 
2 

1 

68 

Sentember 

11 

October 

, 

16 

November  

1.             1 

10 

1 

2 

1 

Total 

63              2 

2 

12 

20 

653 

115 

1 

858 

Percentage  of  cars  obtained  by  independent  producers. — 
The  complaint  of  oil  producers  that  the  supply  of  tank  cars  at  Kern 
River  was  unfairly  apportioned  and  that  the  Associated  Oil  Compan}^ 
obtained  more  than  a  reasonable  share  of  this  equipment  appears  to 
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be  well  borne  out  by  the  record  of  the  Southern  Pacific  Company  at 
its  Oil  City  station.  This  record  is  intended  to  show  the  number  of 
cars  sent  out  of  the  Kern  River  field  by  every  shipper  except  the 
Standard  Oil  Company  and  the  Pacific  Coast  (Standard)  Oil  Company-, 
for  which,  the  agent  said,  no  returns  were  kept.  A  summaiy  of 
these  shipments,  showing  those  of  the  Associated  Oil  Company,  the 
railroads,  and  one  or  two  other  large  shippei*s,  in  contrast  with  those 
of  miscellaneous  producers,  appears  in  the  following  table: 
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The  explanation  given  by  the  Southern  Pacific  agent  for  not  keep- 
ing a  record  of  the  shipments  of  the  Standard  Oil  Company  was  that, 
owing  to  the  fact  that  the  Standard  had  a  pipe  line  from  the  Kern 
River  field,  its  rail  shipments  were  not  heavy. 

From  the  above  table  it  will  be  seen  that  in  the  last  six  months  of 
1903  the  Associated  Oil  Company  had  about  40  per  cent  of  the  cars 
moving  out  of  the  Kern  River  field,  whereas  for  the  year  1904  its 
portion  was  nearly  45  per  cent,  and  this  would  be  much  greater  if  the 
low  percentage  in  November  and  December  were  not  taken  into 
account.  These  months  might  fairly  be  omitted,  since  it  will  be  seen 
that  where  the  percentage  of  the  Associated  Oil  Company  dropped  off 
sharply,  that  of  the  Southern  Pacific  Com)iany  increased  heavily. 
The  table  indicates  very  clearly  the  beggarly  share  of  cars  obtained 
by  the  large  number  of  miscellaneous  producers.  Out  of  31,458  cars 
shipped  in  the  last  seven  months  of  1903,  only  2,725,  or  less  than  9 
per  cent,  went  to  the  ordinary  miscellaneous  producers. 

For  ten  months  of  1904  the  actual  number  of  cars  shipped  by  these 
producers  fell  below  2,000,  and  the  proportion  dropped  to  only  5.1 
per  cent  of  the  total.  This  comparison,  however,  overstates  the  sup- 
ply of  cars  available  for  independent  producers  for  shipment  to  the 
open  market,  nince  a  few  heavy  allotments  of  cars  to  independents  are 
exphiinod  ])y  the  fact  that  the  oil  was  delivered  to  one  of  the  railroad 
companies.  From  the  above  figures  the  reader  may  judge  of  the 
relative  amount  of  equipment  available  to  the  ordinar}-  producer  for 
shipment  to  market  in  competition  with  his  larger  rivals.  It  will  be 
noticed  that  the  Union  Oil  Company  and  the  Pacific  Oil  Transporta- 
tion Company  are  not  included  as  miscellaneous  shippers.  One  reason 
for  this  is  that  the  Union  Oil  Company  had  a  number  of  cars  of  its 
own,  wliile  the  Pacific  Oil  Transportation  Company  enjoyed  the 
exclusive  use  of  a  number  of  cars. 

xVssuniing  tliat  the  average  capacity  of  cars  shipped  in  1904  was  220 
])arrels,  a  careful  estimate,  then  miscelhineous  independent  producer 
in  the  Kern  River  lield  shipped  at  a  rate  of  about  500,000  barrels  in 
that  year,  whereas  the  production  of  such  shippers  was  about  ten  times 
that  (|uantity.  The  total  production  of  the  field  in  1904  was  al>out 
17.200,000  harivls.  Tlie  miscellaneous  independent  producers  thus 
contributed  nearly  30  per  cent  of  the  production,  whereas  they  obUiined 
only  about  5  per  cent  of  the  cars  actually  loaded  from  that  field,  not 
includintr,  of  course,  oil  sold  by  them  to  other  shippers.  The  produc- 
tion of  the  Associated  Oil  Company  at  Kern  River  in  1904  was  not 
more  than  80  per  cent  of  the  total  output  of  that  field,  whereas  it 
of)tained  45  per  cent  of  the  cars  shipped  from  that  field  in  that  year. 
The  Associated  Oil  Company's  percentage,  however,  was  really  greater 
than  45  per  cent,  since  a  consi(leral)le  amount  of  its  oil  was  delivered 
at  the  field  to  the  iiiilroad  companies  for  their  own  use.     The  Asso- 
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ciated,  it  should  be  noted,  bought  considerable  oil  from  independent 
producers. 

While  the  possession  of  a  large  share  of  the  business  is  not  in  itself, 
of  course,  evidence  of  unfairness,  the  increase  in  the  percentage  of 
business  handled  by  the  Associated  Oil  Company,  taken  in  connection 
with  the  testimony  of  independent  producers  regarding  loss  of  con- 
tracts, is  suggestive  of  discrimination. 

It  should  be  noted,  furthermore,  that  by  June,  1903,  when  this 
record  was  first  compiled  by  the  Southern  Pacific  Company's  agent  at 
Oil  City,  independent  producers  had  already  lost  a  large  amount  of 
business.  If  comparison  were  to  be  made  with  an  earlier  period,  the 
contraction  of  shipments  by  independent  operators  would  undoubt- 
edly be  much  more  strikingly  indicated. 

Effect  of  competition. — Although  complaints  of  car  shortage 
were  made  against  both  the  Santa  Fe  and  the  Southern  Pacific,  producers 
were,  generally  speaking,  more  pronounced  in  their  complaints  against 
the  Southern  Pacific  than  against  the  Santa  Fe.  It  was  the  opinion  of 
some  producers  that  cars  were  supplied  more  freely  where  there  was 
opportunity  for  competition  between  these  two  roads;  and  in  this  con- 
nection the  following  letter  from  the  field  superintendent  of  the  Alma 
Junior  Oil  Company  to  Messrs.  De  Camp  &  Mosher  is  of  interest. 

[Alma  Junior  Oil  Company,  general  office,  Napa,  California.] 

Bakersfield,  Calif.,  May  12,  1903, 
Messrs.  De  Camp  &  Mosher,  San  Francisco,  Calif. 

Gentlemen:  I  shipped  you  two  cars  to  Knights  Lauding  yesterday,  as  they  were 
both  small,  but  as  you  spoke  of  telegraphing  when  I  got  a  car  ready  to  ship  must  say 
it  would  be  impossible  to  do  so  and  keep  any  in^aee  with  the  R.  R.  (^o.  as  to  holding 
their  cars,  as  the  cars  are  set  in  at  the  ratrk  at  \i  o'clock  and  must  be  billed  at  12.30 
to  go  out  and  should  we  let  a  car  set  over  night  at  tlu;  rack  waiting  shipping  instruc- 
tions it  would  be  a  long  time  before  we  would  get  another  set  in,  but  if  you  can  get 
stations  on  the  Santa  Fe  road  1  can  often  get  Santa  Fe  cars  when  there  are  no  S.  P. 
cars  to  be  had. 

Also  I  notice  when  oU  can  be  sent  either  way,  S.  P.  cars  are  more  plentiful  at  once." 

The  agent  told  me  when  I  wrote  you  he  could  set  in  two  cars  each  day  from  that 
on  and  has  set  in  three  cars  since,  and  when  I  call  his  attention  to  it  he  can  only  say, 
'*No  cars." 

Now  I  can  fully  realize  how  uncertain  you  are  as  to  the  oil  being  at  the  point  you 
expect  it  to  be  within  the  time,  and  will  try  the  best  I  know  how  until  1  hear  from 
you  about  the  Santa  Fe  propasition,  and  feel  sure  it  is  a  way  out  of  the  present 
difficulty  we  are  in. 

Hoping  to  hear  favorably  from  you,  I  am,  yours,  etc., 

Al.ma  Jr.  Oil  Co. 
W.  W.  Stephenson. 

Section  40.  Effect  of  car  shortage  upon  business  of  independent  producers. 
That  inability  to  secure  cans  has  resulted  in  frequent  loss  of  con- 
tracts by  independent  producers,  and  in  fact  has  practically  discouraged 

« Italics  by  Bureau. 
(    H.  Doc.  812,  59-1 33 
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them  from  entering  into  contracts,  is  amply  established  by  the  evi- 
dence obtained  by  agents  of  the  Bureau. 

Experience  of  the  King-Keystone  Oil  Company. — A  striking 
instance  of  the  effect  of  car  shortage  upon  the  business  of  independent 
producers  is  afforded  in  the  case  of  the  King-Keystone  Oil  Company. 
The  experience  of  this  concern  was  related  by  an  officer  of  that  com- 
pany as  follows: 

The  Kin^-Keystone  Oil  Company  in  the  early  part  of  1903  was  engaged  in  buying 
fuel  oil  and  distributing  it,  and  we  had  built  up  a  business  with  distributing  facil- 
itievS  in  various  parts  of  the  State.  In  consetjuence  of  inability  to  get  care  the  King- 
Keystone  Company  was  forced  to  go  out  of  business  and  turn  over  to  the  Standard 
Oil  Company  fifty-three  live  contracts.  These  contracts  were  assigned  to  the  Stand- 
ard Oil  Company  on  May  20,  1903.  They  were  with  the  best  consumers  in  San 
Francisco,  and  our  action  was  forced  upon  us.  While  we  were  suffering  thus  for  lack 
of  cars  we  know  as  an  absolute  fact  that  in  several  instances  there  were  from  65  to 
80  cars  lying  in  the  West  Oakland  yards  of  the  Southern  Pacific  with  signs  on  **To 
be  held."     This  was  about  June,  1903. 

The  King-Keystone  Oil  Company  had  a  contract  with  the  Illinois-Pacific  Glass 
Works  and  were  under  $10,000  bond  to  guarantee  delivery.  At  times  when  the  rail- 
road didn't  furnish  cars  we  hauled  it  in  tank  wagons.  When  it  got  to  the  point 
that  the  glass  coni|>any  was  almost  compelled  to  shut  down,  they  demanded  that  we 
either  pay  the  $10,000  or  furnish  the  oil.  I  notified  Mr.  Kruttschnitt,  of  the  South- 
em  Pacific,  that  I  would  sue  him  for  $10,000  if  he  did  not  provide  cars,  and  he  imme- 
diately delivered  four. 

The  King-Keystone  Oil  Company  also  had  contracts  with  the  California  Wine 
Association  for  their  various  plants  throughout  the  State,  and  with  the  Italian-Swiss 
Colony  and  the  California  Wine  and  Brandies  Company.  We  lost  a  renewal  of 
these  three  contracts  in  the  middle  of  1903  because  the  railroads  did  not  furnish  cars. 
We  sent  Mr.  Kossi,  j)resident  of  the  Italian-Swiss  Colony,  to  see  Mr.  Richardson,  of 
the  Southern  Pacific.  The  only  way  he  could  get  his  ortler  filled  was  by  buying 
from  the  Standard.  As  a  result  of  the  difliculties  I  have  describe*!  we  were  compelled 
to  go  out  of  the  fuel-oil  business. 

The  Bureau  has  on  file  a  detailed  list  of  the  contmcts  assigned  to  the 
Standard  Oil  Company  by  the  King-Keystone  Oil  Company  when  the 
latter  was,  according  to  its  statement,  forced  to  abandon  opemtions  in 
the  manner  above  described.  The  delivered  prices  generally  ranged 
from  70  cents  to  05  cents  per  barrel,  and  there  were  several  at  $1.50. 

Otheu  instances. — Reference  has  already  been  made  to  the  difficul- 
ties experienced  by  the  Monte  Cristo  Oil  Company  in  its  efforts  to 
secure  cars  for  delivering  oil  to  the  old  Market  Street  Railway  Com- 
jmny.  As  a  result  of  these  difliculties,  the  Monte-,  Cristo  Oil  Company 
states  that  it  was  forced  to  assign  this  contmct  to  the  Pacific  Coast 
Oil  Company,  and  finally  the  Monte  Cristo  turnedover  all  it^  business 
in  San  Francisco  to  the  Pacific  Coast  Oil  Compan}'  and  contracted  for 
th(»  sale  of  its  entire  production  for  five  years  at  20  cents  a  barrel. 

Referring  to  this  experience  of  the  Monte  Cristo  Oil  Compan}",  a 
former  officer  said; 
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The  contract  of  the  Monte  Oisto  Oil  CJompany  to  sell  5,000,000  barrels  of  crude 
oil  to  the  Pacific  Coast  Oil  Company  resulted  from  the  fact  that  we  could  not  get, 
or  rather  that  the  Market  Street  Railway  Company,  to  which  we  were  selling,  could 
not  get  cars,  so  we  turned  these  contracts  over  to  the  Pacific  Coast  Oil  Company. 

All  officer  of  the  Union  Oil  Company  states  that  after  the  Pacific 
Coast  Oil  Company  built  its  pipe  line  into  the  Coalinga  field  the  pipe 
line  of  the  Union  Oil  Company  in  that  field,  which  had  previously 
transported  oil  to  the  railroad  sidinjif,  wont  out  of  business  because  it 
could  not  obtain  cars.  Prior  to  the  construction  of  the  pipe  line  of  the 
Pacific  Coast  Oil  Company  there  had  been  no  trouble  in  securing  cars, 
since  the  Southern  Pacific  had  rented  a  large  nuuiber  of  Union  Tank 
Line  cars.  He  also  stated  that  his  company  had  been  short  of  cars 
about  1902,  and  had  lost  a  good  many  contracts  in  conscijuence.  The 
Union  Oil  Company,  he  said,  withdrew  some  of  its  men  from  the  field, 
not  daring  to  make  contmcts.     He  said: 

I  never  knew  the  Standani,  or  the  Pacific  Coast  Oil  Comjiany,  or  the  Associated 
Oil  ConijMiny  to  lose  a  contract  hy  reason  of  car  shortage.  We  lost  a  great  many 
be<*auHe  we  could  not  guarantee  delivery. 

An  officer  of  the  Alma  Junior  Oil  Company  said: 

We  had  a  contract  with  De  Camp  &  Mosher  to  sell  2,000  liarrels  a  month,  with 
the  privilege  of  their  taking  10,IX)0  barrels  a  month.  De  Camp  &  Mosher  stopped 
buying  our  oil  because  we  amid  not  get  cars  in  which  to  deliver  it.  Our  contract 
was  at  25  events. 

A  representative  of  the  Alma  Oil  Company: 

We  did  not  dare  to  take  a  contract  for  delivery  of  oil  eitiier  in  San  Francisco  or  Loe 
Angeles,  IxH'AUse  we  could  not  be  assured  of  getting  sufiicicnt  cars  to  fill  such  a  con- 
tract. The  Black  Jai»k  and  the  Alma  companies  have  not  had  a  great  <leal  of  trou- 
ble about  cars,  l)ecaus<»  they  sell  very  largely  to  the  Santa  Fe  and  the  Associated  Oil 
Company,  which  take  care  of  the  car  problem.  One  of  the  largest  manufacturing 
companies  in  San  Francisco,  however,  wanted  to  make  a  contract  with  me  for  a 
quantity  of  oil  which  1  could  have  supplie<l,  but  I  would  not  take  the  contract 
because  I  could  not  have  any  assurance  of  getting  cars.  I  (jould  have  realized  sev- 
eral cents  per  barrel  more  than  the  Santa  Fe  paid  me  if  I  had  been  able  to  take  this 
contract. 

An  officer  of  the  East  Puente  Oil  Company: 

I  have  not  tried  to  ship  oil  for  two  years.  Last  year  I  sold  to  the  railroad  f.  o.  b. 
field.  Previously  I  tried  to  do  some  business  in  shipping  oil,  but  I  could  not  get  any 
cars.  I  was  afniid  to  sign  a  contract  guaranteeing  deliveries,  and  I  gave  up  shipping. 
I  have  had  ohanccj*  to  make  contracts,  but  I  would  not  make  them  and  guarantee 
deliveries,  because  I  knew  I  could  not  get  cars.  1  could  certainly  find  a  market  for 
my  oil  if  I  could  get  cars,  assuming  that  freight  rates  were  the  same  to  everyboily. 

These  are  Init  instances  of  an  experience  which  in  a  smaller  way  was 
conmion  to  a  very  large  numl^er  of  independent  producers. 
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Section  41.  Experience  of  the  Dabney  Oil  Company. 

The  difficulty  experienced  by  the  Dabney  Oil  Company  in  its  efforts 
to  obtain  equipment  was  so  serious,  and  certain  circumstances  con- 
nected with  it  are  so  peculiar,  as  to  warrant  a  somewhat  detailed 
description.  Moreover,  in  this  particular  case  a  fuller  treatment  is 
especially  warranted,  because  it  illustrates  so  aptly  the  disastrous  effect 
on  the  business  of  California  oil  producers  which  necessarily  follows  a 
failure  on  the  part  of  railroads  to  supply  adequate  equipment,  or  to 
distribute  the  same  impartially.  The  property  of  the  company  is 
located  in  the  McKittrick  field.  The  company  has  18  wells.  At  one 
time  it  produced  12,<H)0  barrels  of  oil  in  a  single  month,  but  in  the 
middle  of  1905  it  was  producing  only  150  barrels  a  day.  In  the 
meantime  the  value  of  its  securities  had  depreciated  very  largely. 
The  difficulties  of  this  company  were  discussed  at  considerable  length 
in  the  annual  report  of  the  president,  submitted  to  the  stockholders 
in  March,  1905.     The  president,  in  the  course  of  this  report,  said: 

The  history  of  the  oil  business  in  California  is  a  history  of  disappointments,  and 
the  Dabney  Oil  Company  is  no  exception  to  the  rule.  To  no  one  have  the  disap- 
pointments been  so  keen  or  so  disastrous  as  to  myself. 

It  *****  * 

At  the  time  of  your  last  meeting  at  £akersfield,  on  the  30th  day  of  June,  1903,  I 
mentioned  to  you  the  three  difficulties  with  which  our  company  was  contending. 
You  Mill  recall  them:  Water,  lowness  of  price,  and  lackDf  transportation.  These 
three  difficulties  continued  to  pursue  us,  and  instead  of  improving,  as  I  had  hoped, 
they  grew  in  intensity.  As  to  the  difficulty  caused  by  the  flooding  of  our  oil  sands, 
after  months  of  effort  we  finally  succeeded  in  very  nearly,  although  not  entirely, 
eliminating  it. 

The  dilficulty  of  declining:  prices  has  In^en  continuous  and  progressive.  When  oil 
was  selling  at  McKittrick  we  tliought  it  niinously  low,  but  in  a  year  after  your 
meeting,  instead  of  being  wortli  (VS  cents  at  the  wells,  as  we  had  hoped,  it  was  worth 
but  1 1  cents,  and  the  newspapers  of  California  were  filled  with  articles  openly 
declaring  that  the  independent  oil  men  of  the  Pacific  coast  were  doomed;  that  the 
Standard  r)il  Company  had  inaugunited  and  were  carrying  forward  a  campaign  with 
the  delil)erate  pnr])Ose  of  wiping  the  independent  producers  out,  and  that  each  time 
when  that  great  corporation  declared  a  dividend  to  its  stockholders  in  New  York  it 
notified  the  producers  on  the  Pacific  coast  of  a  reducticm  in  the  price  of  the  crude. 

Our  third  difficulty,  that  of  lack  of  transportation,  was,  after  all,  the  most  serious, 
for,  with  adequate  transportation,  enabling  us  to  reach  the  markets  of  the  world,  and 
guarantee  deliveries  so  we  could  make  time  contracts,  we  could  always  obtain  an 
adecjuate  price  for  our  product.  At  the  time  of  our  last  meeting  I  stated  to  you  that 
I  believed  that  the  o|)eration  of  the  Standard's  pipe  line,  which  had  just  then  been 
completed  from  Bakersfield  to  San  Francisco,  would  improve  our  transportation 
facilities.  This  was  the  general  opinion,  and  seemed  to  me  reasonable,  for  we 
expected  that  that  pip<'  line  would  transport  a  large  amount,  and  so  relieve  the 
pressure  upon  the  tank  cars  and  enable  us  to  i)rocure  a  larger  number  of  cars  for  our- 
selves, but  it  never  operated  in  that  way.  Instead  of  more  cars,  for  reasons  which  I 
will  not  here  attempt  to  explain,  we  were  furnished  fewer  and  fewer  cars,  and  found 
it  more  and  more  difficult  to  fin<l  an  outlet.  I  became  pi^rsonally  convinced  that, 
although  we  had  one  of  the  finest  oil-producing  properties  in  the  world,  that  there 
was  no  future  for  us  unless  we  could  control  the  tran8j)ortation  and  be  able  to  ship 
our  product  without  Ixnng  hampered. 
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An  officer  of  the  compan}^,  in  conversation  with  agents  of  the 
Bureau,  referred  more  explicitly  to  the  difficulty  in  obtaining  cars. 
He  said,  in  substance: 

Aboat  two  years  ago  we  began  tx)  lose  customers  on  account  of  not  being  able  to 
get  cars.  We  had  the  Northern  California  Power  C/ompany  as  a  customer  up  to  two 
months  ago,  but  we  have  lost  them  now.  We  have  sometimes  l)een  forcetl  to  keep 
them  waiting  for  oil  for  two  weeks,  owing  to  our  inability  to  get  cars.  The  Southern 
Pacific  Company  would  tell  us  that  their  cars  were  in  Texas  and  other  places,  and 
that  they  had  none  to  give  us  when  we  wanted  them. 

As  a  result  of  the  inability  of  the  company  to  obtain  means  of  trans- 
portation, it  finally  made  a  contract  to  sell  its  product  in  the  field  to 
the  Associated  Oil  Company  at  15  cents  a  barrel.  The  superintendent 
of  the  company,  in  a  report  to  the  stockholders  in  March,  1905,  said 
in  reference  to  this  contract: 

Before  the  Standard  Oil  Company  entered  the  field  we  had  no  trouble  in  getting 
cars,  and  the  competition  was  not  so  great  but  what  we  got  a  goo<l  price  for  the 
oil,  namely,  62  cents;  and  early  in  1901  we  received  as  higli  as  72  (tents  pier  barrel. 
To-day  we  are  obliged  to  sell  our  product  to  the  Associated  Oil  Company  at  their 
price,  namely,  15  cents  a  barrel,  f.  o.  b.  cars. 

With  a  production  of  12,000  barrels  a  month,  the  Dabney  Oil  Com- 
pany would  require  at  least  60  large  cars  to  handle  its  output,  and  it 
is  stated  that  some  years  ago  the  <*ompany  actually  shipped  as  many 
as  60  or  70  cars  a  month.  This  may  therefore  be  regarded  as 
fairly  measuring  its  requirements.  How  far  the  Southern  Pacific 
Company,  which  is  the  only  railroad  reaching  the  McKittrick  field, 
failed  to  supply  the  Dabney  Oil  Company  with  ecjuipment  may  there- 
fore be  appreciati^d  from  the  following  statement,  taken  from  the  books 
of  the  Dabney  Oil  Company,  showing  month  b}'^  month  the  number  of 
cars  actually  obtained  from  May,  1902,  to  July,  1905: 

NUMBER  OF  TANK  CARS  OBTAINED  BY  THE  DABNEY  OIL  COMPANY,  BY  MONTHS,  MAY, 

1902,  TO  JUNE.  1905. 


Month. 


Janoary 

February  .. 

March 

April 

May 

June 

July 

Auinist 

September . 

October 

November  . 
December.. 


1902. 


1903. 


1906. 


15 
18 
16 
11 
7 
1 


These  figures  not  only  illustrate  the  extent  to  which  the  company 
was  handicapped  in  its  efforts  to  reach  a  market,  but  they  indicate  a 


490  TRANSPORTATION   OP   PETROLEUM. 

condition  that  may  be  regarded  as  fairly  representative  of  the  experi- 
ence of  independent  shippers. 

That  the  Dabne}^  Oil  Company,  on  ac*count  of  the  failure  of  the 
Southern  Pacific  to  furnish  ears,  lost  a  large  number  of  contracts  is 
testified  to  not  only  by  the  ofiicials  of  that  company  but  by  its  former 
patrons  as  well,  and  also  by  disinterested  third  parties  familiar  with 
the  conditions. 

A  former  manager  of  the  Dabney  Oil  Company  on  August  20, 1905, 
stated  that  the  company  had  lost  so  much  of  its  business  on  account  of 
failure  to  obtain  tank  cars  that  his  services  as  manager  had  been 
dis|>ensed  with.  He  said  that  the  Dabney  Oil  Company  had  lost  the 
patronage  of  the  following  concerns: 

Santa  Rosa  Pumping  Plant. 

Grace  Brothers  Brewery,  Santa  Rosa. 

Ther  White  Star  Laundry,  Santa  Rosa. 

The  Leslie  Salt  Refining  Company,  San  Mateo. 

E.  W.  McLellan,  floriculturist,  Burlingame. 

Northern  California  Power  Company,  Redding  and  Red  Bluff. 

The  city  of  Santa  Rosa,  he  said,  began  to  buy  of  the  Dabney  Oil 
Company  in  January,  1903,  but  ceased  purchasing  in  November,  1903, 
because  of  the  failure  of  the  compan}^  to  make  deliveries,  which  failure 
was  due  to  car  shortage.  The  White  Star  Laundry  at  Santa  Kosa 
purchased  one  car  per  month  for  eight  months  during  the  year  ending 
September,  1903,  and  then  terminated  its  contract  because  the  Dabney 
Oil  Company  could  not  make  deliveries.  The  laundry  then  bought  of 
the  Stivndard  Oil  Company. 

The  Leslie  Salt  Company  began  to  buy  of  the  Dabney  Oil  Company 
in  February,  1903,  but  was  obliged  to  discontinue  Novem!)er,  1903, 
because  the  Dabney  Oil  Company  could  not  get  cars  for  prompt 
delivery.  This  contract  was  also  secured  by  the  Standard  Oil  Com- 
pany. The  contract  with  E.  W.  McLellan  was  also  lost  ])ecause  the 
Dabney  Oil  Company  could  not  secure  cars,  lie  attributed  the  loss 
of  the  patronage  of  the  Northern  California  Power  Company  to  the 
same  cause. 

A  former  agent  of  the  Dabney  Oil  Company  stated  that  in  1903 
and  1904  he  sold  crude  oil  produced  by  the  Dabney  Oil  Company  to 
various  customers  in  Sonoma  County;  among  others,  to  the  city  of 
Santa  Itosa,  the  (irace  Brothers  Brewery,  the  White  Star  Laundry, 
and  the  Santa  Rosa  Woolen  Mills.  He  further  stjited  that  on  ac- 
count of  the  shortage  of  Southern  Pacific  cars  he  wtis  compelled  to 
abandon  this  trade  to  the  Standard  Oil  Company  and  the  Associated 
Oil  Company,  both  of  which  companies  agreed  to  deliver  and  did 
deliver  oil  to  the  above  customers  without  delay,  suffering  from  no 
lack  of  car  service. 
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This  statement  is  corroborated  by  several  of  the  consignees  just 
mentioned.  The  city  clerk  of  Santa  Rosa  states  that  that  city  stopped 
taking  oil  from  the  Dabney  Oil  Company  because  its  agent  could  not 
agree  to  make  prompt  deliveries.  This  was  in  the  latter  part  of  1903. 
The  city  subsequently  bought  oil  of  both  the  Standard  Oil  Company 
and  the  Associated  Oil  Company  without  experiencing  delay  in  either 
case. 

The  manager  of  the  Santa  Rosa  Brewery  states  that  the  Dabney  Oil 
Company  could  not  make  prompt  deliveries  of  oil,  and  that  the  brew- 
ery consequently  changed  to  the  Standard  Oil  Company,  which  had 
always  been  prompt  in  its  deliveries. 

A  representative  of  the  C.  E.  Whitney  Company,  agents  for  the 
Leslie  Salt  Company,  says  that  some  three  years  ago  he  began  buying 
fuel  oil  of  the  Dabney  Oil  Company,  preferring  to  deal  with  an  inde- 
pendent producer.  The  Dabney  Oil  Company  endeavored  to  meet  his 
requirements  for  fuel  oil,  but  it  was  the  same  old  story  that  the  Sputhei;n 
Pacific  had  to  have  the  cars.  He  said  he  used  to  call  the  Southern  Pacific 
up  over  the  telephone  and  would  be  told  that  the  company  was  doing 
the  best  it  could  in  the  matter  of  cars,  but  that  their  own  locomotives 
must  be  supplied  and  that  they  could  not  shut  down  their  road. 

"I  used  to  keep  our  orders  to  the  Dabney  Oil  Company  two  and 
four  weeks  ahead;  since  we  have  been  buying  of  the  Standard  we  get 
oil  within  forty-eight  hours."  He  further  stated  that  it  was  his  recol- 
lection that  the  Dabney  Oil  Company  did  not  have  a  contract  with 
him;  that  he  did  not  dare  to  make  a  contract  on  account  of  difficulties 
in  making  deliveries.  The  Standard  Oil  Company  gave  him  a  lower 
price  than  the  Dabney,  namely,  61  cents  delivered  at  San  Mateo, 
whereas  he  was  paying  the  Dabney  25  cents  per  barrel,  whi(*h  with  the 
freight  amounted  to  66.13  cents.  However,  he  said  that  he  believed 
the  Dabney  Oil  Company  would  have  met  the  price,  and  furthermore 
that  he  would  have  given  the  Dabney  Oil  Company  the  preference 
had  it  been  able  to  make  deliveries. 

A  consumer  of  oil  at  Burlingame  said  that  the  first  fuel  oil  that  he 
purchased  was  obtained  from  Chanslor  &  Canfield.  Later  he  began 
buying  of  the  Dabney  Oil  Company.  He  also  got  a  few  carloads  from 
the  Pacific  Coast  Oil  Company.  He  had  no  trouble  in  securing  prompt 
deliveries  from  Chanslor  &  Canfield  or  from  the  Pacific  Coast  Oil 
Company,  and  that  his  first  difficulty  was  with  the  Dabney  Oil  Com- 
pany in  the  fall  of  1903.  He  went  to  the  Southern  Pacific,  which  would 
not  promise  cars.  He  then  placed  an  order  with  the  Pacific  Coast  Oil 
Transportation  Company  and  had  no  trouble  over  deliveries. 

In  the  fall  of  1904  he  again  bought  of  the  Dabney  Oil  Company, 
and  again  had  trouble  in  getting  deliveries,  although  he  had  no  diffi- 
culty with  the  Pacific  Coast  Oil  Transportation  Company.     He  pre- 
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ferred  the  Dabney  oil,  even  at  a  slightly  higher  price.  He  told  the 
Dabnc\'^  Oil  Company  to  ship  a  car  whenever  it  could,  but  finally 
terminated  his  purcluisos  from  that  company  l)ecause  it  could  not  get 
cars  in  which  to  deliver  the  oil.  The  Dabney  Oil  Company  was  the 
only  concern  with  which  he  had  any  trouble  over  deliveries.  The 
Pacific  Coast  Oil  Transportation  Company  guaranteed  deliveries.  He 
had  also  bought  of  the  Union  Oil  Company,  which  was  able  to  furnish 
cars  promptly.  In  his  opinion  the  inability  of  the  Dabney  Oil  Com- 
pany to  get  cars  was  plainl}'^  due  to  discrimination  against  that  con- 
cern. He  believed  that  the  Dabney  Oil  Company  would  meet  the 
prices  of  its  competitors  if  it  could  only  get  cars.  He  would  be  will- 
ing to  pay  a  cent  or  two  more  for  their  oil,  and  the  only  reason  he 
changed  to  other  sellers  was  because  the  Dabney  could  not  make 
deliveries.  The  Standard  Oil  Company  offered  to  guarantee  deliveries. 
A  former  manager  of  the  Santa  Rosa  Woolen  Mills  stated  that  his 
company  stopped  using  Dabney  oil  because  the  Associated  Oil  Com- 
pany made  a  lower  price,  and  not  because  of  scarcity  of  cars.  This 
way  confirmed  by  an  official  of  the  Dabney  Oil  Company,  who  said 
that  the  Associated  Oil  Company  had  underbid  his  concern  on  this 
contract. 

Section  42.   Discriminations  in  mileage  payments  on  tank  cars. 

Discrimination  in  the  rate  of  mileage  paid  upon  private  tank  cars  in 
California  is  openly  practiced  by  both  the  Southern  Pacific  and  the 
Santa  Vo.  In  the  case  of  the  Southern  Pacific  Company  this  has 
alrcad\'  )>ccn  indicated.  An  officer  of  that  company  admitted  that 
there  is  no  uniform  arrangement,  *M)ut  that  the  matter  is  subject  to 
negotiation  with  the  individual  companies.  The  terms  of  mileage, 
then»f()r(\  ditfcr/' 

The  investigation  of  the  Bureau  developed  the  fact  that  the  differ- 
ences were  invari{il)ly  in  favor  of  the  l^nion  Tank  Line  Company  and 
the  Waters  Pierce  Oil  Conipan3- ,  Standard  concerns,  which  uniformly 
received  three-fourths  of  a  cent  per  mile  on  their  cars,  loaded  or  empty, 
with  the  single  qualitication  that  when  empty  cars  are  sent  between 
the  Pacific  coast  and  the  Missouri  River  mileage  accrues  only  in  case 
the  railroad  is  paid  for  this  empty  haul.  The  Santa  Fe  also  pa3's 
three-fourths  of  a  cent  per  mile  !)oth  ways  on  Union  Tank  Line  cars. 
j^o  other  tank  car  company  on  the  Pacific  coast  receives  equally  liberal 
treatment. 

SouTHKKX  PAnnc  KECJULATioNS.— The  mileage  regulations  for  pri- 
vate tank  cars  on  the  lines  of  the  Southern  Pa<*ific  Company  were 
deli  lied  by  the  company  as  follows: 

Combination  box-tank  oil  carH  wIumi  loa<UMl  with  oil,  6  mills  per  mile  for  a  dis- 
tance of  SOO  miles  or  lesj^;  when  over  SOO  miles,  0  mills  per  mile  will  be  allowed  for 
SIX)  miles  and  three-fourtliH  of  a  cent  per  mile  for  the  excess  over  800  miles.  When 
retnrnin^'  with  throngh  freight  or  empty,  no  mileiige. 
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Cylinder-tank  oil  cars  when  loaded  with  oil,  6  mills  per  mile  for  a  distance  of  800 
miles  or  less;  when  over  800  miles,  6  mills  per  mile  will  be  allowed  for  800  miles 
and  three-fourths  of  a  cent  per  mile  for  the  excess  over  800  miles.  When  returning 
empty,  provided  transportation  charge  is  made  therefor  to  Missouri  River,  mileage 
will  be  paid  on  a  basis  of  6  mills  per  mile  for  800  miles  or  less;  when  over  800  miles, 
6  mills  per  mile  will  be  allowed  for  800  miles  and  three-fourths  of  a  cent  per  mile 
for  the  excess  over  800  miles. 

While  the  Southern  Pacific  Company  generally  pays  six-tenths  of 
a  cent  per  mile  on  loaded  tank  cars  other  than  those  of  the  Union 
Tank  Line  Company,  it  has  another  special  arrangement  with  the 
Union  Oil  Company  of  California  by  which  that  company  obtains 
three-fourths  of  a  cent  per  mile,  but  on  loaded  cars  only.  It  thus 
fares  better  than  the  ordinary  tank-car  owner  operating  over  the 
Southern  Pacific,  but  on  the  other  hand  does  not  obtain  as  favorable 
treatment  as  the  Union  Tank  Line  Company.  An  officer  of  the  Union 
Oil  Company  stated  that  years  ago  no  mifeage  whatever  was  allowed 
his  company,  and  that  the  freight  rate  was  the  same  as  if  the  oil  went 
in  railroad  cars.  The  Southern  Pacific  Company,  he  stated,  first  began 
to  pay  the  Union  Oil  Company  mileage  in  1896. 

Regulations  of  the  Santa  Fe. — The  published  regulations  of  the 
Santa  Fe  are  substantially  that  six-tenths  cent  per  car  per  mile  shall 
be  paid  on  cylinder  tank  cars,  on  loaded  cars  only,  until  the  total  mile- 
age reaches  800  miles.  On  mileage  in  excess  of  800  miles  the  rate  is 
three-fourths  of  a  cent  per  mile  on  loaded  cars  only.  Following  is  an 
extract  from  a  circular  of  the  Santa  Fe  Pacific  Railroad  Company, 
Southern  California  Railway  Company,  and  San  Francisco  and  San 
Joaquin  Valley  Railway  Company,  of  April  22, 1901,  covering  mileage 
payments  to  various  tank-car  companies: 

CiRClTLAR. 

Until  further  notice  the  above-named  comjMinies  will  pay  the  following  rates  of 
mileage  on  such  care  of  private  ownership,  described  below,  as  they  may  find  it 
neoeeeary  to  handle  in  transcontinental  California  business. 

COMBINATION    BOX-TANK    OIL  CARS. 

When  loadeil  with  oil,  six  mills  per  mile  for  a  distance  of  800  miles  or  less; 
when  over  800  miles,  six  mills  per  mile  will  be  allowed  for  800  miles  and  J  cent 
per  mile  for  the  excess  over  800  miles.  When  returning  with  through  freight  or 
empty  no  mileage. 

CYLINDER  TANK    OIL   CARS. 

When  loaded  with  oil,  six  mills  per  mile  for  a  distance  of  800  miles  or  less; 
when  over  800  miles,  six  mills  i)er  mile  will  be  allowed  for  800  miles  and  i  of  a  cent 
per  mile  for  the  excess  over  800  mile^.  When  returning  empty,  provided  transpor- 
tation charge  is  made  therefor  to  Missouri  River,  mileage  will  be  paid  on  the  basis 
of  six  mills  per  mile  for  800  miles  or  less.  When  over  800  miles,  six  mills  per  mile 
will  be  allowed  for  800  miles  and  }  of  a  cent  per  mile  for  the  excess  over  800  miles. 

An  oflScer  of  the  Santa  Fe  stated  that  in  computing  the  800- mile 
limit  for  mileage  purposes  mileage  was  figured  by  the  trip  and  not  by 
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the  month  or  the  j^ear.  In  other  words,  in  order  to  get  three-fourths 
of  a  cent  per  mile  the  shipper  must  send  his  car  more  than  800 
miles  in  one  direction.  Of  course,  this  does  not  apply  to  Union  Tank 
Line  cars,  which  invariably  receive  three-fourths  of  a  cent  per  mile, 
loaded  or  empty.     This  officer  made  the  following  statement: 

Prior  to  April  22,  1901,  the  Santa  Fe  had  been  paying  three-fourths  of  a  cent 
mileage  to  the  Union  Tank  Line  and  to  all  other  owners.  On  that  date  the  rail- 
roads generally  went  on  a  per  diem  basis  and  reduced  the  rate  from  three-fourths 
of  a  cent  to  six-tenths  of  a  cent  per  mile.  Among  the  private  car  owners  sending 
cars  at  distances  of  over  800  miles  on  the  Santa  Fe  are  the  Union  Oil  Company,  the 
Puente  Oil  Company,  some  small  companies  in  the  east  and  in  Texas,  the  Cudahy 
Tank  Line  Company,  and  the  Delaware  Oil  Company  of  New  York. 

It  thus  appears  that  both  the  Southern  Pacific  and  the  Santa  Fe  dis- 
criminate in  favor  of  the  Union  Tank  Line  Company  in  respect  to  car 
mileage. 

Vm.  DISCItlMINATIOKS  IN  THE  PU&CHASE  OF  RAILBOAD  FUEL 

SXTPPIilES. 

The  Southern  Pacific  Company  and  the  Santa  Fe,  as  already  noted, 
are  the  largest  consumers  of  fuel  oil  on  the  Pacific  coast,  and  while 
they  are  also  large  producers,  they  have  hitherto  been  obliged  to  buy 
a  very  considerable  part  of  their  requirements.  It  therefore  becomes 
an  easy  matter  to  so  dispose  of  their  patronage  as  to  create  favoritism, 
and  this,  in  the  opinion  of  many  California  producers,  is  precisely 
what  has  happened.  The  inducement  to  favoritism  would  be  obviously 
increased  where,  as  in  the  case  of  the  Southern  Pacific,  the  railroad 
company  is  interested  in  the  stock  of  producing  companies  which  are 
not  actuall}^  subsidiary  concerns. 

Section  43.  Contract  of  the  Southern  Pacific  Company  with  the  Asso- 
ciated Oil  Company. 
An  instance  of  favoritism  in  the  purchase  of  fuel  occurs  in  the 
case  of  a  contract  for  10,000,000  barrels  of  fuel  oil  placed  by  the 
Southern  Pacific  Company  with  the  Associated  Oil  Company  in  May, 
1903.  Under  this  contract  deliveries  were  limited  to  300,000  barrels 
per  month,  or  about  10,000  barrels  per  da}'.  The  price  is  25  cents  a 
barrel.  At  the  time  the  contract  was  placed  the  open  market  price 
of  fuel  oil  was  about  22  cents  per  barrel.  At  the  maximum  rate  of 
300,000  barrels  per  month,  deliveries  under  this  contract  with  the 
Associated  Oil  Company,  it  will  be  seen,  would  extend  over  nearly 
three  years.  From  the  various  circumstances  noted,  some  independent 
producers  in  California  contiMided  that  the  Southern  Pacific  Company 
had  purposely  (*alled  for  a  (juantity  of  oil  which  no  other  company 
than  the  Standard  or  the  Associated  could  have  furnished,  and  then 
paid   an  unnecessary  premium  over  the  market  price  as  the  equiva- 
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lent  of  a  rebate  of  a  portion  of  freight  charges.  In  answer  to  this 
contention,  an  officer  of  the  Associated  Oil  Company  said,  in  sub- 
stance, that  it  was  to  the  interest  of  the  Southern  Pacific  to  buy  its 
fuel  oil  of  a  concern  in  a  position  to  guarantee  large  deliveries.  He 
added: 

The  railroad  puts  50  cars  in  the  field  and  we  load  them  and  they  take  them  out  in 
two  hours.  They  can't  get  tliat  service  anywhere  else.  They  know  absolutely  that 
if  they  buy  10,000  barrels  of  oil  to-day  from  us  they  can  get  it. 

In  regard  to  the  price  of  25  cents  per  barrel  under  this  contract, 
he  added  that,  while  the  average  price  in  the  fields  at  the  time  the 
contract  was  made  was  about  22  or  22i  cents,  the  Southern  Pacific  was 
not  getting  as  much  oil  as  it  wanted.  The  Associated  Oil  Company, 
he  said,  tried  to  get  35  cents  a  barrel  for  this  oil,  and  before  the 
25-cent  price  was  agreed  upon  a  27i-cent  basis  was  talked  of.  *'  We 
took  25  cents  a  barrel  because  it  was  all  we  could  get." 

An  especially  interesting  feature  of  this  contmct  is  that  it  was 
involved  with  the  purchase  of  the  Southern  Pacific  Company's  stock 
interest  in  the  Associated  Oil  Company.  A  director  in  the  Associated 
Oil  Company  said  on  this  point,  in  substance: 

The  Southern  Pacific  Company  agreed  to  buy  10,000,000  shares  of  Associated  Oil 
Company's  stock.  This  was  not  delivered  them  at  once,  but  is  being  delivered  grad- 
ually, the  amount  delivered  being  conditioned  upon  the  amount  of  oil  which  they 
buy  from  the  Associated.  If  they  did  not  take  oil  from  us  in  any  year  we  would  keep 
back  the  stock.  They  have  so  far  (July,  1905)  taken  up  about  7,000,000  shares. 
They  would  have  been  glad  to  buy  the  stock  outright,  but  we  would  not  sell  it  to 
them  in  that  way.  We  sold  them  oil  at  a  very  reai^onable  price,  25  cents  a  barrel, 
and  it  was  a  part  of  our  agreement  that  they  were  not  allowed  to  take  the  stottk  of 
the  Associated  except  in  a  certain  manner,  and  that  waa  governed  by  the  deliveries 
of  oil. 

This  director  denied  that  this  stock  was  paid  for  by  crediting  the 
Southern  Pacific  Company  with  the  amount  of  freight  charges  incurred 
by  the  Associated  Oil  Company  in  the  course  of  its  shipments  over 
the  Southern  Pacific  lines.  The  two  settlements,  he  said,  were  distinct, 
and  each  was  made  in  cash. 

Whether  or  not  the  price  of  25  cents  was  excessive,  it  is  apparent 
that  there  was  a  very  strong  inducement  to  the  Southern  Pacific  Com- 
pany to  obtain  its  fuel  suppl}'^  from  the  Associated.  The  close  rela- 
tionship between  the  Southern  Pacific  Company  and  the  Associated 
Oil  Company  is  one  which  naturally  tends  toward  favoritism  and  one 
liable  to  abuse. 

Section  44.  Contract  of  the  Santa  Fe  coast  lines  with  the  Associated  Oil 

Company. 

In  the  case  of  a  contract  between  the  Santa  Fe  coast  lines  and  the 

Associated  Oil  Company  a  very  different  influence  appears  to  have  been 

the  governing  factor.     The  Santa  Fe,  according  to  its  oflScers,  has  no 
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stock  interest  in  the  Associated  Oil  Company,  and  nothing  was  dis- 
covered in  the  course  of  the  investigation  in  California  to  challenge 
this  assertion.  The  circumstances  which  resulted  in  the  Santa  Fe's 
making  a  fuel-oil  contntct  with  the  Associated  Oil  Company  were, 
briefly,  as  follows: 

In  March,  1004,  the  Santa  Fe  was  in  the  market  to  secure  a  supply 
of  fuel  oil  for  its  lines  west  of  Albuquerque,  and  desired  to  contract 
for  350,000  barrels,  to  be  delivered  as  needed.  The  business  was 
sought  by  various  pmducers,  among  others  by  the  Alma  Oil  Com- 
pany. The  first  price  at  which  this  company  offered  to  supply  the  oil 
was  24  cents  per  barrel.  Subsequently  the  offer  was  lowered  to  20 
cents  and,  finally,  to  18  cents. 

The  Santa  Fe  went  so  far  as  to  submit  contracts  for  the  signature  of 
the  Alma  Oil  Company  and  in  a  letter  of  April  13, 1904,  indicated  that 
the  transaction  would  be  closed  ''some  time  toward  the  latter  part  of 
next  week."  But  before  the  contract  had  been  executed,  the  Santa  Fe 
was  approached  by  an  ofiicer  of  the  Associated  Oil  Company  and  after 
this  interview  a  protracted  correspondence  ensued  between  the  Santa 
Fe  and  the  Alma  Oil  Company,  the  former  company  repeatedly 
requesting  time  for  further  consideration.  The  Alma  Oil  Company 
consented  to  an  extension  of  its  option  on  seveml  ocx»sions. 

The  final  result  of  these  negotiations  was  that  the  Alma  Oil  Company 
failed  to  secure  the  contract.  On  May  11  the  company  received  a 
notice  from  the  Santa  Fe  to  the  effect  that  that  company  could  not 
"  use  the  350,000."  Instead,  the  contract  was  secured  by  the  Associated 
Oil  Company  and  at  a  price  of  25  cents  per  barrel,  or  7  cents  above 
the  bid  of  the  Alma  Oil  Company,  the  difference  amounting  to  nearly 
$25,000.  Kepresentativ  es  of  the  Alma  Oil  Company  allege  that  the 
Associated  Oil  Company  had  threatened  to  divert  its  traffic  from  the 
Santa  Fc's  lines  if  that  railroad  did  not  place  its  fuel  contract  with  the 
Associated. 

An  officer  of  the  SanU  Fe,  when  asked  whether  at  the  time  he  made 
this  contract  he  could  not  have  purchased  fuel  oil  at  less  than  25  cents 
a  barrel,  said: 

My  rcc'ollertion  is  not  very  clear  alK)ut  that  now.  We  might  have,  but  we  didn't 
I  may  liave  made  a  mistake  in  buying  that  oil  at  25  cents. 

When  asked  whether  a  representative  of  the  Associated  Oil  Com- 
pany had  ever  said  to  the  Santa  Fe  that  it  could  ''  hpld  the  25-cent 
contract  in  one  hand  and  the  freight  business  of  the  Associated  Oil 
Compan\'  in  the  other  and  see  which  was  the  heavier,"  or  any  siofiilar 
remark,  tliis  official  of  the  Santa  Fe  rei)lied: 

No,  I  don't  think  he  did.  He  made  a  pretty  strong  plea  for  our  patronage.  He 
pointe«l  out,  as  men  often  do  when  they  have  wares  to  sell,  that  he  was  a  laiig^  ship- 
per over  our  road. 
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Q.  Did  he  go  further  and  intimate  that  ho  might  not  be  a  large  shipper  if  this 
contract  waa  not  made? — A.  I  don't  thmk  he  did. 

Q.  Your  recollection  is  that  there  was  no  direct  threat  made  to  cut  off  all  of  the 
freight  of  the  Associated  from  the  Santa  Fe  and  that  no  freight  had  previously  been 
diverted? — A.  That  is  my  recollection. 

Q.  You  would  say  that  this  contract  was  altogether  a  voluntary  one? — A.  Oh,  well, 
there  were  considerations — mayl^e  a  very  careful  analysis  of  it  might  lead  one  to 
declare  that  it  was  not  absolutely  voluntary  in  the  sense  that  we  might  have  bought 
oil  from  other  people. 

Q.  When  this  contract  expire<l  did  you  notice  that  your  freight  business  with  the 
Associated  Oil  Company  fell  off^ — A.  Yes;  but  I  believe  for  the  reason  that  there 
were  not  so  many  shipments.  You  see,  they  change  their  shipments  up  there. 
They  used  to  deliver  oil  that  they  used  in  the  city  (San  Francisco)  very  largely  at 
Point  Richmond,  where  they  have  tank  establishments,  and  they  barged  it  across. 
Now  they  have  bought  places  in  San  Francisco  on  the  Southern  Pacific  tracks  and 
the  Southern  Pacific  will  not  switch  for  us  in  San  Franciscx),  so  they  have  to  ship 
their  oil  over  the  Southern  Pacific. 

The  following  is  an  abstract  from  a  statement  of  the  president  of 
the  Santa  Fe  system  in  repl}^  to  the  question  whether  that  road  had 
been  obliged  to  pay  more  for  fuel  oil  under  the  contract  with  the 
Associated  Oil  Compan}',  for  the  reason  that  the  Associated  Oil  Com- 
pany might  otherwise  refuse  to  ship  its  freight  over  the  Santa  Fe 
lines: 

The  Santa  Fe  has  never  been  obliged  to  do  anything  of  that  kind.  It  has  once  or 
twice  occurred  that  we  have  felt  it  wiser  to  pay  the  Associated  Oil  Company  a  little 
more  than  we  could  have  gotten  oil  for  in  the  open  market,  because  the  Associated 
Oil  Company  held  the  market,  and  because  we  have  felt  that  if  we  bought  elsewhere, 
in  all  probability,  they  would  discriminate  againyt  ua  in  shipping. 

It  is  interesting  to  note  that  while  the  above  negotiations  for  a  con- 
tract to  provide  the  main  line  of  the  Santiv  Fe  with  fuel  oil  were  in 
progress,  the  Santa  Fe  wrote  the  Alma  Company  to  the  effect  that  the 
Prescott  and  Phoenix  Branch  of  the  road  was  badly  in  need  of  oil,  and 
that  it  required  a  supply  of  15,000  barrels  per  month.  The  Santa  Fe 
asked  the  Alma  Oil  Company  to  come  to  the  assistance  of  the  railroad 
in  this  emergency,  and  the  Alma  Oil  Company  offered  to  furnish  oil 
to  the  Prescott  and  Phoenix  division  at  the  price  agreed  upon  in  the 
main  contract  then  under  consideration,  namely,  18  cents.  A  contract 
for  the  Prescott  and  Phoenix  division  was  accordingly  entered  into 
which  provided  that  the  Alma  Oil  Compan}^  was  to  furnish  oil, 
deliveries  to  range  from  a  mininuim  of  10,000  barrels  to  a  maximum 
of  30,000  barrels  a  month.  The  Santa  Fe  began  by  taking  the  mini- 
mum amount,  but  later  increased  its  purchases  to  15,000  barrels  per 
month.  Subsequently,  however,  an  order  was  issued  that  the  supply 
be  reduced  to  and  kept  at  the  minimum  of  10,(X)0  barrels.  The  Alma  . 
Oil  Company  insist  that  the  Prescott  and  Phoenix  division  needed 
more  than  15,000  barrels  per  month,  and  they  attribute  this  reduction 
in  the  quantity  taken  from  them  to  the  influence  of  the  Associated  Oil 
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Company.  During  the  same  period  the  Alma  Oil  Company  was  also 
supplying  fuel  oil  to  the  extent  of  five  or  six  cars  per  day  to  the  San 
Joaquin  division  of  the  Santa  Fe.  This  business  was  entirely  cut  off 
at  the  time  that  the  Santa  Fe's  purchases  for  its  Prescott  and  Phoenix 
division  were  reduced  to  a  minimum. 

It  may  not  be  uninteresting  to  note  that  after  the  Associated  Oil 
Company  secured  this  360,000- barrel  contract  from  the  Santa  Fe  at 
25  cents  per  barrel  in  the  face  of  a  bid  of  18  cents  per  barrel  by  the 
Alma  Oil  Company,  it  came  to  the  Alma  Oil  Company,  according  to 
a  representative  of  that  concern,  with  an  offer  to  purchase  crude  oil 
at  15  cents  per  barrel,  but  with  the  stipulation  that  the  oil  should  be 
of  a  quality  which  the  Santa  Fe  System  would  accept.  This  offer 
was  accepted.  In  other  words,  the  Associated  Oil  Company  bought 
from  the  Alma  Oil  Compan}^  at  15  cents  per  barrel,  for  delivery  to 
the  Santa  Fe,  oil  which  the  Alma  Company  had  previously  offered  to 
the  Santa  Fe  at  18  cents  per  barrel,  but  for  which  the  Associated 
received  25  cents  per  barrel.  Under  these  conditions  further  comment 
on  the  situation  is  superfluous. 

Section  45.  Alleged  effort  of  CaUfomia  railroads  to  depress  prices  in  order 
to  buy  oil  lands  cheaply. 

It  has  been  conclusively  shown  then  that  the  Standard  Oil  Company 
in  California  has  received  preferential  treatment  of  a  highly  discrim 
inatory  character,  not  only  in  respect  to  mtes,  but  in  the  treatment  of 
its  equipment.  The  same  is  true  of  the  Associated  Oil  Company, 
particularly  in  the  latter  respect.  The  withdrawal  of  Union  Tank  Line 
cars  at  a  time  when  an  additional  supply  was  imperatively  demanded 
to  care  for  the  demands  of  the  trade  had  a  demoralizing  effect  upon 
the  oil  industry,  and  in  connection  with  the  failure  of  railroads  to 
provide  cars,  forced  numerous  producers  to  abandon  contracts  to  the 
Standard  Oil  Company  and  to  the  Associated  Oil  Company.  The 
milroads,  it  is  true,  may  be  held  in  part  responsible  for  these  conse- 
quences, since  it  is  apparent  that  the  Southern  Pacific  Compan}',  at 
least,  did  not  provide  a  sufficient  number  of  cars.  The  attitude  of 
the  Standard  Oil  Company  is  tluit  the  Union  Tank  Line  cars  withdi'awn 
were  needed  in  its  own  business,  but  the  fact  that  a  large  number 
of  these  cars  were  taken  from  Cahfornia  at  a  time  when  the  oil  business 
in  that  State  was  expanding  so  mpidly ,  and  the  further  fact  that  this 
withdrawal  occurred  just  about  the  time  that  the  Standard  Oil  Com- 
pany commenced  extensive  purchases  of  crude  oil  in  California,  cer- 
tainly point  very  strongly  to  the  conclusion  that  a  desire  to  depress 
the  price  of  oil  was  a  consideration  in  the  policy  of  the  Standard  Oil 
C/ompany  in  this  matter. 

A  further  contention  of  independent  oil  producers  is  that  the  rail- 
roads of  California  are  aiming  to  control  the  principal  fuel  oil  fields 
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of  that  State  in  order  to  insure  to  themselves  a  supply  of  cheap  fuel 
for  a  long  time  to  come.  In  1904  California  railroads  consumed  about 
7,600,000  barrels  of  oil  for  fuel.  A  saving  of  only  10  cents  a  barrel 
on  this  amount  would  be  equivalent  to  $750,000,  which  would  pay  the 
interest  or  dividends,  at  4  per  cent,  on  $18,750,000  of  securities.  The 
enormous  value  of  a  cheap  fuel  supply  to  a  railroad,  however,  is  so 
obvious  as  not  to  require  illustration.  The  theory  of  independent 
producers  that  California  railroads  are  endeavoring  to  secure  control 
of  those  oil  fields  which  produce  the  most  desirable  grades  of  fuel  oil 
finds  much  color  in  extensive  purchases  of  oil  lands  by  the  Santa  Fe 
system  and  in  acquisitions  of  oil-producing  property  by  the  Associated 
Oil  Company,  the  stock  of  which  is  largely  owned  by  the  Southern 
Pacific  company. 


i:n"dex. 


Page. 

Absorption,  defined 170 

ofbridgeand  pipe-line  charges,  St  Louis  358-360 

of  lighterage  in  New  York  Harbor J3H-141 

of  switching  charges 170, 45S 

at  Chicago 212-243 

in  New  England 170-172 

from  Whiting 212,822-324 

of  terminal  charges  at  Constable  Hook, 

N.J 138-141 

Acoonntlng,  methods  of 75-78, 262-265 

See  aUo  BUIlng. 
Advance  information  of  changes  in  rates.  445-149 
Advantages  of  the  Standard  Oil  Company 

in  transportation 2&-31, 35, 60-62 

on  shipments  to  the  South 246-248 

Alamltos,  Cal.,  secret  rate  to 442 

Albany,N.  Y.,rate8to 135 

Alessandro,  Cal.,  secret  rate  to 431 

Alexandria,  La.,  rates  to  and  by  way  of.  6, 365-369 
Allegheny,  Pa.,  independent  refinery  at . . .  59 
Alma  Junior  Oil  Company,  car  shortage ...      487 

letterfrom 485 

Alma  Oil  Company,  car  shortage 487 

failure  to  secure  fuel  contract 496 

sale  of  oil  to  Associated  Oil  Company  —      498 

Alton,  111.,  rate  to,  from  Whiting,  Ind 328 

Amalgamated  Oil  Company,  Cal.,  relation 

to  Associated  Oil  Company 445 

American  Beet  Sugar  Company,  Oxnard, 

C^al.,  concessions  to 459 

secret  rates  to 19,411 

American  Oil  Works,  failure  to  get  rates 

granted  Standard  Oil  Company 118, 119 

location  of 59 

rates  quoted  to 161 

Anderson,  CaL,  secret  rate  to 410 

Appalachian  oil  field,  location  of 45 

pipe  line  from,  to  8ealx>ard 47 

proportion  of  oil  refined  in  and  near 53 

Standard  refineries  in 48 

Application  sheets,  Chicago  rates  aitplicnl 

from  Whiting 3-2G,  329, 330 

Apportionment  of  tank  care,  unfair 478-18.'^ 

Arbitrary  weights 37, 38, 357, 358, 384-393  . 

Areas  of  distribution  from  reflnerifK 41>-^1  I 

Archbold,  John  D.,  rates  furnished  IikIus-  I 

trial  Commission 274 

Arizona,  rates  to,  from  California 425, 

441,4-17-449,465   ' 

Arkansaj?,  rates  from  the  East 315,351-353  i 

from  St.  Louis  and  East  St.  Louis 359  | 

Ashevllle,  N.  C, rates  to 306,307 

Associated  Oil  Company,  alleged  advance  | 

information  of  rate  changes 445-118  j 

carsobtaineaby 481-484 

diKriminatfbns  in  favor  of 16-19  \ 

favors  from  Southern  Pacific  Company..      451  ' 


H.  Doc.  812, 59-1 34 


Pago. 
AsKociatod  Oil  Company,  fuel  contracts . . .      433, 

494-498 
relations  to  Southern  I*acific  Company.  395,402 
sales  of  oil  for  less  than  opi»n  freight. . .  43<«-4:Mt 

secret  rates  grautecl  U) 401, 132 

switching  charge  waived ItjO 

tank  cars  operated  by 473 

value  of  certain  8i>ecial  rates  to 439, 440 

Atchison,  Topeka  and  Santa  Fe  Railway. 
See  Santa  Fe  system. 

Atlanta,  Ga.,  letter  to  agent  at 302 

ra  tes  to 255 ,  256 ,  306 ,  307 

Atlantic  coast   territory,  rate  discrimina- 
tions In 1 48-178 

Atlsntic  Refining  Company,  IcK-ation  of  re- 
fineries          47 

Atlantic    seaboard,   UK:atiou  of   refineries 

on 47,84-88 

Atlantic  States,  Middle,  railroad  discrimi- 
nations in  84-147 

South,  rates  into 172-178 

Augusta,  Ga..  published  and  secret  rates  to      253 

Bakersfleld,  Cal.,  crude-oil  rates  from 452-456 

rate  from 418, 449 

reduction  of  rates  to  Los  Angeles 446 

secn^t  rates  from 17, 431-442, 406-J 13 

Baltimore,  crude  oil  rates  to 87 

larKc  refinery  at 47 

Baltimore  and  Ohit»  lUilrotid -.m 

Barker  Oil  Company 179 

Barnards,  Cal.,  secret  rate  to 115,416 

Barrels,  number  of  gallons  in 38 

shipments,  disadvantages  of 81-83 

discriminations  against,  in  favor  of  tank% 

cars 26, 79-81, 1 10, 111,111, 121-126, 301 

rates  on,  in  California 462-4(V4 

empty,  freight  on 81 

iron  and  woo<len,  rates  on,  southwest- 
em  territorj' 3.'>4-358 

use  in  shipping  pftroleuni  pnKlncts 38 

Ba.  tlesville,     Ind.    T.,     crude  -  oil     rales 

f rr)in 25. 373, 871 

Bayonnc,  N.  J.,  distribution  of  oil  from .'WS 

largest  refinery  at 17 

Beaiimont,  Tex.,  refineries  near ;il6 

Beaver  Refining  Company,  location  of  re- 

fiiH-ry 59 

Bellows  Falls,  Vt,  rate  from  B(>ston lh.'» 

rate  from  Norwood,  N.  Y 110-121 

secret  rate  to 9 

Betteravia,  Cal.,  secret  rat<^  to 112 

Beverly,  Mass.,  distrilmti<»n  of  oil  from TiS.  118 

rate  toSpringlicM,  Mass 168 

rates    fr<nn,  c(»mpare<l    with  rates  from 

Ba«ton i:)7 

Billing,  blind 7,8.7r.  7H 

501 


502 


INDEX. 


Billing,  false 7,8,78,279-282 

Central  Vermont  Railway 121-123 

Whiting  to  East  St.  Louis 333-336, 342, 343 

methods  of 261-266 

orders 93,104.328,328 

records  of  railroads  examined 53 

See  also  Blind^^illing. 
Birmingham,  Ala.,  combination  of   rates 

from  Whiting  to 252,255,306 

Blackjack  Oil  Company 461 

Blind-billing 7,8,76-78,261,262 

effecton  cost  of  accounting 78 

Erie  Railroad  Company IM 

evidence  of  irregularity 268,273 

Pennsylvania  Railroad  Co...  92-94,101-104,109 

use  of,  to  conceal  rates 76 

Whiting  to  East  St.  Louis 833-333,342 

Bo<*a,  Cal.,  secret  rate  to 411 

Boganlus,  Edgar 284,391 

Bolivar,  Mo.,  rates  to 864 

Bo}»ton,  Ma.ss.,  rate  to  Bellows  Falls,  Vt....      165 

rate  to  North  Adams,  Mass •...      168 

rate  to  Oakland,  Me 170 

rates  from,  compared  with   rates   from 

Beverly 157 

Boston  and  Albany  Rail  road,  special  rates.  166, 167 
Boston  and  Maine  Railroad,  prorating  on.  155-158 

partial  absence  of 23 

special  rates 167-170 

Bradford,  Pa.,  Independent  refineries  at . . .       59 

oil  ratt«  compared  with  class  rates 144-147 

open  mtes  from,  compared  with  Buffalo 

and  Olean 129-134 

nitoM  from,  to  Mi.s.sis.sippi  River 231,232 

Bn-a  Caftoii  Oil  Coni[»any,  California,  rela- 
tion to  Atohijoii,  Topoka  and  Santa 

Fc  Raihvjiy 430 

secret  mtcs  to 405, 429 

Bremen,  Ga 302 

British-Californirtn  oil  Company,  IcK-ation 

of  refinery 59 

Bulls  Head  Oil  Works,  location  of 456 

Burlington.  Iowa,  rates  to,  from  the  Ea.st..      232 
Brightwood,  Mass..  rate  from  Springfield, 

Mass 168 

BufTalo,  N.  Y.,  open  rates  from,  compared 

with  rates  from  Bradford,  Pa 129-134 

secret  rate  from,  to  Rocliester 100 

from  Olean  to 11, 97-100 

Standard  refinery  at 4H 

Burlin^'toii,   Vt.,   discrimination    in    Un-al 

rates  from 11, 121-129 

rate  from  New  London.  Conn IfA,  ir»5 

rate  from  Norw<HHl,  N.  Y *),  lll)-121 

i'alifornia 3y4-4y*» 

crude  oil 391 

arbitrary  weiyrht  of 37 

character  of 225, 391,  39'),  .39H 

pr(.xlu(tion 39<) 

used  for  fuel 3t>,  4(» 

indei)endent  relineries  in fvS-.W 

oil  fields,  location  of 4.S-19 

open  rates  in 452-46 4 

pipelines  in 398-400 

purchase  of  fuel  by  railnmds 494 

rates  to,  from  eastern  refineries 239, 238 


Pa«a 

California,  refineries 397,398 

revision  of  rates 444 

secret  rates  and  rebates  in 2,16-20,404-442 

State  Railroad  Commission,  order  regard- 
ing switching  charges 462 

tAnkcMsin 464-494 

teailiingof  oil  In 400,421 

California-Fresno  Oil  Company,  location  of 

refinery 59 

Campbell,  William 270-278 

Canada,  secret  rates  used  on  shipments  to. .     129 

Caney,  Kans.,  crude  oil  rate  to 378, 374 

Canfield  Oil  Company,  location  of  refinery.       59 

Cans,  tin,  used  in  shipping  oil 39, 462-464 

Capitol  Refining  Company,  discrimination 

against 456 

letters  from  Southern  Pacific  Company  ..      457 

location  of  refinery 59 

Car  shortage  In  California 464-478 

effect  upon  independent  producezs 485-487 

Carpenter,  J 269,270 

Cars.     See  Tank  cars. 

Carthage,  111.,  rates  to,  from  the  East 232 

Carthage,  Mo.,  rates  to 365 

Cases,  rates  on  oil  in 462-464 

Centers  of  competitive  refining  interests. . .       58 

Central  Freight  Association,  rates  on  oil.  179-204, 

228-230,319-322 

local  fifth-class  rates 66 

roads  represented  in  Chicago  and  Ohio 

River  committee 248 

territory  of 179,207 

Central  Vermont  Railway,  discrimination 

in  favor  of  tank  cars  against  barrels  .       26 

false  billing 121-1-23. 

prorating 23, 161-163 

from    Norwwxl,  N.  Y.,  to  Burlingt<m, 

etc 10,11,110-121 

secrecy  of 125 

Cerritos,  Cal.,  secret  rate  to 442 

Chadwick.Mo.,rates  to 3G4 

Changes  of  rates,  advance  information  of.  445-449 

Chanslor  «fe  Canfield 491 

Chanslor-Canfield-Midway  Company,  Cali- 
fornia        895 

Chappell, 111., false  billing  from 333,337 

Charleston,  S.  C,  rates  to 310 

Chattanooga,  Tenn.,  rates  to 258,306,307 

Cherry  vale,  Kans.,  crude-oil  rate  to 374 

indc[)endent  refinery  at 373 

rates  from 15, 16, 25, 363, 372 

to  Sleuth  western  Missoiiri 376, 381 ,  382 

shipment  to  Kansas  City 376 

Chesapeake  and  Ohio  Railway :i09 

Chicjigo,  rates  f n.»m  eastern  refineries 227 

Hwitehing  limitsj  points  within 268 

Chiaigo  and  Alton  Railway,  absorption  of 

switching  charges 323 

false  billing.  Whiting  to  East  St.  Louis.  341-343 

rates  from  Whiting  to  East  St.  Louis 13, 

327-329,836 
Chicago  and  Eastern  Illinois  Railroad,  ab- 
sorption of  switching  charges 322 

blind-billing.  Whiting  to  East  St.  Louis. .      334 

collection  vouchers 264, 280-282 

Ea.«t  St.  Louis  rate 317,329,334,338 

Evansville  rate 275-278 


IKSEX. 


608 


Page. 
Chicafiro  and    Eastern    Illinois    Railroad, 

Grand  Junction  rate 24<U274 

evasion  of  published  rates 266 

letters  and  memoranda 269-273 

rates  from  Whiting  to  Indiana  points. .  199-207 

secret  rates 6, 12, 13, 259, 275-279, 337-339 

'•  State  "  rates  from  Whiting  to  both  Indi- 
ana and  Illinois  points 206, 207, 212 

tariff  from  Dolton,  III 268 

from  Whiting 278 

to  Grand  Junction,  Tenn 251,270 

Chicago  and  Northwestern  Railway,  rate 

from  Whiting  to  Milwaukee 242 

Chicago  and  Ohio  River  committee 248 

Chicago,  Burlington  and  Qulncy  Railway, 

absorption  of  switching  charges  . . .  322,823 

rates  to  Galesburg 240-242 

secret  rates 13, 14, 339-340 

WhiUng  to  East  St.  I^uis.  317,326-327,339-340 
Chicago,  Milwaukee  and  St.  Paul  Railway, 

rate  from  Whiting  to  Milwaukee 242 

Chicago-St.  Louis  Traffic  Association  tar- 
iffs   324,326 

Chicago  Terminal  Transfer  Railroad.  251 ,  !:?•'.,  280 

Chico,  Cal.,  secret  rate  to 411,415 

Chino,  Cal.,  independent  refinery  at 59 

secret  rate  from 420 

Cincinnati,  New  Orleans  and  Texas  Pacific 

Railway 803 

Cincinnati,  rates  from 3(M 

Cincinnati  Southeni  Railway 808 

Claim  payments 75-76 

Claim   quotation,    Atchison,   Topoka   and 

Santa  Fo  Railway 403 

Claremore,  Ind.  T.,  rates  to 15,863,383 

Clarendon,  Pa.,  discrimination  against 128 

independent  refineries  at 59 

Clarksville,  Tenn. ,  rates  to 305 

Class  and  commodity  rates 40-43 

Class  rates  as  a  basis  of  eomparistm  for  oil 

rates 68-69 

compared  with  oil  rates,  New  England  .  158-160 

from  Clean,  N.  Y.,  etc 144-147 

from  Rochester,  N.  Y.,  and  Warren,  Pa. .      137 

from  Whiting  and  Toledo 183 

from  Whiting  and  Pittsburg ia5 

in  Central    Freight  Association  terri- 
tory    218,219 

into  Indiana 203-206 

into  Illinois 210,227-230 

into  lower  MichlKan 196-198 

U)  Iowa 2:« 

to  points  west  of  Mississippi  River  ...  232-235 

to  Wisconsin  and  M innesota 235-237 

to  Ohio  River  cros.sings 190 

to  East  St.  Ix)uiH 320-322 

to  Southern  States. . . .  257-259, 288, 299, 311, 312 

to  southwestern  territory 346, 347, 319-a53 

Classification,  discriminations  in 25, 462-464 

of  commo<iitics  by  railroads 40-43 

of  various  oi  Is 42 

Official 40-41 

oilin 228 

Southern 40-41,313,357 

Western 40, 41, 228, 313, 347, 351, 462 

Cleveland,  Ohio,  changes  in  rates  to  Central 

Freight  Association  points 220-224 


Page. 

Cleveland,  Ohio,  discriminations  against.      65, 
305,306,311,312 

independent  refinery  at 58-59 

rates  from 257,804 

to  New  England 168-160 

to  Indiana 200-207 

to  Illinois  points 20a-224,227 

to  Michigan 194-199 

to  Ohio  River  crossings 188-193 

to  Wisconsin  and  Minnesota 28i 

to  southern  points 296-301,307 

to  Mississippi  River 231,232 

to  Mississippi  Valley  points 291 

toEastSt.  Louis 319 

to  southwestern  territory. 348, 

849,352,363,360,861 

Standard  refinery  at 48 

Clinton,  Iowa,  rates  to,  from  the  East 232 

Coal,  fuel  value  in  comparison  with  oil ... .      401 

Coalinga,  Cal.,  secret  rates  from 405,418 

Collection  vouchers 78,264,279-282 

Collings,  C.  T.,  letter  from 302 

Collusion  by  Standard  Oil  Company  in 

secrecy  of  rates 8,12, 

74, 268-274, 277, 282-284, 340-«45 

Colorado  oil.  quality  of 46 

Columbia  Oil  Company,  location  of  refinery .  67, 69 

Commodity  rates 43,68,319 

Common  carriera,  obligations  of 36 

Communipaw,  N.  J.,  crude  oil  rates  to 87 

Comparison  of  rates  by  Bureau 69 

Competing  refineries,  location  of 6&-69 

number  of 67 

Competition  between  crude  oil  and  fuel 

oil 388-390 

Competitors  of  Standard  Oil  Company,  dis- 
tributing stations  in  New  England. .  148, 149 
effect  of  discriminations  upon . .  426, 427, 433-436 

location  of 29,80,56-59,84-86 

relative  Importance  of 56-67 

Complaints  of  car  shortage,  California  . . .  475-477 

of  Kansas  producers  and  refiners 376 

of  producers  as  to  apportionment  of  tank 

cars 478-480 

Conewango  Refining  Company,  location  of 

refinery 60 

Constable  Hook,  N.  J.,  independent  refinery 

at 69 

terminal  charges  absorbed  at 138-141 

Continental  Oil  Company,  failure  to  get 

tank  cars 478 

Continental  Refining  C()mi>any,  location  of 

refinery 59 

Cooke,  S.J 270,271 

Coraopolis,  Pa.,  independent  refineries  at . .        69 
Cornplanter  Refining  Company,  location  of 

refi  nery 69 

Corsicana,  Jex.,  refinery  at 47, 59, 364 

indirectly  controlled  by  Standard 49 

output  of 58 

oil,  quality  of 46 

Cost  of  piping  oil 29,60-62,90,228,455 

of  refining 33 

of  transporting  petroleum 34 

Craig  Oil  Company,  location  of  refinery. ...        69 

Crude  oil,  arbitrary  weights  on 26, 

87,38,884-393,401 


504 


INDEX. 


Page. 
Cmdeoil,  California,  character  of  ...  225,394-389 

Kansas,  character  of 46 

Lima,  character  of 45 

Pennsylvania,  character  of 45 

prices  of 401 

production  In 394, 396, 897 

competition  with  fuel  oil 3S8-390 

discrimination     against,     in     arbitrary 

weights 26,3^4-898 

discriminationain  purchase  of 494-499 

estimated  weights  in  California,  Knn»fu<, 

and  the  East 401 

rateson 42,86-91 

Bakersfleld  to  San  Francisco 452-464 

from  Kansas 371-374 

sources  of,  for  western  and  northwestern 

States 226 

used  by  various  refineries,  sources  of 47-48 

weight  of 387,388 

val  ue  of 33 

Crystal  Oil  Works,  location  of  refiner>' 59 

Cudahy  interest**,  secret  rate,  Kankakee  to 

East  St.  Louis 344 

JDabney  Oil  Company,  car  shortage 488-492 

Davenport,  Iowa,  rates  to,  from  the  East. . .      232 

Dayton,  Ohio,  rate  from  Whiting  to 192, 193 

DeCamp<S:  Mosher 485 

Declez,  Cal.,  secret  rate  to 420 

Delaware   and    Hudson  Company  points, 

rates  to 180,135 

Densmore-Stabler  Company,  location  of  re- 
finery         59 

Des  Moines,  Iowa,  rates  to,  f mm  the  East . .      233 

Devore,  Cal.,  secret  rate  to 431 

Dickson,  Tenn.,  consignment  to 279 

Discrimination,  open,  defined ?2 

Discriminations,  r.titurc  of 1 

between  Standard  and  competitive  ship- 
ping j)oints 62-72 

l>et\veen  tank-car  and  barn-l  shipments..  79-^1 

effect  of 302-304, 4:>1 

miscellaneous,  California 458-499 

Distribution  of  products  from  rofiiieries 49-51 

Dismantling  (»f  refineries  by  Standard 63 

Distance,  relation  to  rates WV6H 

Distance  tariff  of  Central  Freight  Ass<x;ia- 

tion 66 

Distances  reached  by  >tan(lar(l  and  com- 
petitors on  given  rates 70-72 

Division  of  trafllc '259 

Division  sheets,  Southern  Kailway 250, 2t>3 

Dolton.Ill.,  hilling  from 2S0 

rales  from 6, 7, 2lKi,2u7, 2r)l ,  2r».s,  :{2<<,  33JS 

secret  rate  fntm 0, 7 

waybills  from 2G1 ,  262 

Drums,  rates  on  oil  in 462 

used  in  shii)ping  oil 38 

Dubuque.  Iowa,  rates  to,  from  the  Ejust 2:}2 

Duluth.  Minn.,  rates  to 236 

Durham,  Cal.,  secret  rate  to 41,") 

East  Puente  Oil  Company,  car  shortage 4S7 

East  St.  Louis,  111.,  consi^Munents  to  Wa(»*rs 

Pierce  Oil  Company  at 7,'^. 

low  rates  to ti.*) 

open  rates  from  Whiting 324 

secret  rates  to 4, 13, 316-S15 


Page 

East  San  Pedro,  Cal.,  secret  rate  from 442 

Edgewater,  N.  J.,  independent  refinery  at. .       59 
Emery  Manufacturing  Company,  location 

of  refinery 69 

Emlenton,  Pa.,  independent  refinery  at 69 

Emlenton  Refining  Company,  location  of 

refinery 59 

Empire  Oil  W^orks,  location  of  refinery 59 

Erie   Railroad,   absorption    of    lighterage 
and  terminal  charges  at  New  York 

Harbor 138-141 

blindbilllng 104 

discrimination  in  favor  of  Olean 180-134 

Equipment,  scarcity  of,  in  California 464-478 

Ethanac,  Cal.,  secret  rate  to 440 

Evansville  and  Terrc  Haute  Railroad 251 

Evansville,  Ind.,  combination  of  rates  via.    246, 

253,276-289 

rates  to,  from  refining  points 189 

secret  rates  by  way  of 12,259,276-279 

Exports,  of  oil 39,86 

"Extra  special,"  Southern   Pacific   Com- 
pany       408 

False  bilUng 7,8,78,279-282 

Central  Vermont  Railway 121-123 

Whiting  to  East  St.  Louis 333-886, 842, 843 

False  shipping  records 78 

Fifth-class  rates  as  a  basis  of  comparison  for 

oil  rates '. 68-69 

:Se€  (Um  Class  rates. 

Find  lay,  Ohio,  independent  refinery  at 69 

rates  from 213,226,267,298 

to  southwestern  territory- 852, 363 

F'ire,  danger  from,  in  carriage  of  petroleum .     153, 

154,314 
Florence,  Ala.,  publLshed  and  secret  rates  to      253 

Florence,  Colo.,  oil,  quality  of 46 

Florence  Oil  and  Refining  Company,  loca- 
tion of  refinery 47 

output  purchased  by  Standard 49 

production  of 53 

Flori.«ton,  Cal.,  secret  rate  to 410 

Fort  Madison,  Iowa,  rates  to,  from  the  East.      232 

Franklin,  Pa.,  lubricating  oil  works  at 47,51 

lubricating  oil  shipped  to  the  West 226 

refined  oil  shipped  to  the  West 227 

Standard  refinery  at 48, 138 

Freight  claims 76 

Freight- for  warded  atetract 77, 262 

Freight-received  abstract 77, 262 

Freedom  Oil  Works,  location  of  refinery  ...        59 
Freedom,  Pa.,  independent  refineries  at...       59 

Fresno,  Cal.,  independent  refinery  at 59 

secret  rates 421,440 

Fruitvale,  Cal.,  independent  refinery  at ...       59 

Fuel,  discriminations  in  purchase  of 494-499 

Fuel  oil,  discrimination  in  favor  of,  against 

crude  oil.  in  arbitrary  weights 26 

production  and  consumption 50 

shipments  from  Neodesha  to  St.  Louis 389 

weight  of 3«7,:W8 

valueof 33 

in  comparison  with  coal 401 

Scf  also  California. 
Fulton,  111. ,  rates  to,  from  the  East 282 
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Gain  to  Standard  by  discriminations 2, 3, 

12, 13. 10, 125-129, 252-254, 259,  ^i,?A7, 4'Z7, 443 

Qalcna,  111.,  rates  to,  from  the  East 232 

Galena-Signal    Oil    Company,    locati.  n  cf 

lubricating  oil  works 47 

supply  of  lubricating  oil  to  railroads. . ..  51,226 

Galesburg,  111.,  rates  from  Whiting 240-242 

Gas  oil,  production  and  dL*!tributi(>n  of  —       50 

weight  of 3«7,388 

valueof 33 

Gasoline,  from  eastern  refinerit»8    for  the 

west 50,2.:n 

relative  value  of 33, 227 

distribution  of CD 

Gateways  to  the  West 227 

Genesee  Junction,  secret  rule  from  Olctin  to.       97 
Qermania  Refining  Company,  location  of 

refinery 5J 

Glade  Oil  Works,  location  of 59 

Grand    Junction,  Tenn.,   combination    of 

rates  via 7,12,246,248-275 

location  of 248 

rebillingat 262 

secret  tarifl:s  from  Whiting  to 250-2.7J 

Granite  City,  111.,  rate  to,  from  Whiting,  Ind      3:s 

Gravity,  relation  to  weight 387 

Greenville,  Tenn.,  rates  to 306,307 

Oridley,  Cal.,  secret  rate  to 416 

Guffey,  J.  M.,  Petroleum  Comi)any 810 

Gulf  of  Mexico  points 289-293 

Gulf  Refining  Company 310 

distributing  station  at  Beverly,  Ma.s8 liS 

location  of  refinery 50 

markets 58,84 

relative  size  of  refinery 57 

Manford,  Cal.,  secret  rate  to 421 

Harriman,  Tenn.,  roundabout  shipments' 

to '256 

Hays,  Charles  M.,  correspondence 467,468 

Helena,  Ark.,  rates  from  Whiting  and  To- 
ledo        290 

Hercules  Oil  Company,  location  of  refinery.       59 

Houston,  Tex.,  independent  refinery  at 59 

Humboldt,    Kttn.s.,   independent    refinery 

at 68,59,225,373 

rates  to  touth  western  Missouri 377, 3-^2 

Huntsville,  Ala.,  published  and  secret  rates 

to 253 

Hurlbut,  W.  I) 270,272 

Illegality  of  Grand  Junction  combination .  265-269 
Illinois,   rates  into  from  various  refining 

points 207-221. '227-232 

Illinois  Central  Railroad,  evasion  of  pub- 
lished rates 266 

Grand  Junction  rate 248-275 

proportion,  Evansville  toGrand  Juncti<m.      2')0 
secret  tariff  filed  with  Interstate  Com- 
merce Commission 250 

tariff  from  Riverdale,  111 268 

Illuminating  oil,  produced  by  Standard  re- 
fineries          52 

yalueof,  atrefinery 33 

Independent  Oil  Proflucersj'  Agency 480 

Independent  refineries,  location  of 56-59 

number  of 57 


I*age. 
Independent  Refining  Company,  location 

of  refinery 59 

Indepi*ndent  refining  points,  discrimination 

against 285-289 

Indian  Territory,  rates  into. . . .  15, 345, 348, 349, 363 

refinery  in 316 

Indiana,  rates  into 199-207 

Indiana  Pipe  Line  and  Refining  Company, 

secret  rate.  Whiting  to  East  St.  Louis.      344 
Industrial  Commiasivin,  rates  furnished  to. .      274 

Information,  sources  of 1 

InglewotKl,  Cal.,  .secret  rate  to 430 

Injustice  of  arbitrary  weight  on  crude  oil. .      390 

of  rates  to  Mississippi  Valley  points 291-293 

Interstate  business,  secret  rates  used  on 3, 

4,106-129,425 
Interstate  Commence  Act,  railroad  favors 

granted  prior  tr> 25, 62, 303 

Interstate  Commerce  Commission,  filing  of 

rates  with,  not  effective  publication  .        5, 
8. 9, 117, 207, 249, 266, 268, 339, 365, 878 
findings  on  refusal  of  New  Haven  Rail- 
road to  prorate  on  petroleum 154 

onler  prohibiting  discrimination  against 

barrel  shipments 79-80 

secret  rates  filed  with 1 17, 

207, 249, 250, 265, 268, 339, 365, 378 
Interstate  rates,  from  Cherryvale,  Kans.,  to 

Kansas  City,  Kans 376 

Interstate  traffic  on  St*ite  rat^ 3, 4, 74-76, 

206, 207, 212, 276-277, 283, 324-335, 425, 411 

Intrastate  rates 3, 10, 12 

secret 4,74 

used  in  interstate  shipments 3, 4, 74-75, 

206, 207, 212, 270, 277, 283, 324-835, 4:5,  Ml 

Whiting  to  ICast  St.  Louis 825-330 

Whithig  to  Evansville .». 276 

Whiting   to  both    Indiana  and    Illinois 

points 206,207,212 

Iowa,  rates  into,  from  eastern  refineries. .  282-235 
Iron  barrels,  rates  on,  s^^uthwestern  terri- 

tiry ^MSTiS 

use  in  shipping  oil  38 

Ishpcming,  Mich. .  rales  to 236 

Island  Petroleum  Company,  location  of  re- 
finery          59 

Jackson.  Miss.,  low  rates  to 289, 290, 806, 307 

Jor>ey  City,  N.  J.,  rates  to ia5,  KW 

Jeffries.  F.  P 270,272 

•Tobbcrs*  rat js 856 

Jobbers'  tariffs  from  Springfield,  Mo 3iVt 

Joint  through  nites 70 

Joplin,   Mo.,  rates   from   ca.stern   refining 

IMMU  ts 801 ,  365 

from  St.  Ix)uls 360 

Kankakee,  111.,  secret  rate  to  Eiust  St.  Louis.      344 
Kansas  City,  Kans.,  shipment  to,  fn)m  Kan- 
sas via  Missouri 876 

Kansas  City,  Mo.,  changes  in  rates  to 24, 

25,370-372 

Standard  refinery  at 48 

use  of  rate  to  other  i>oints 376-384 

Kansas  City,  Fort  Scott  and  Memphis  Rail- 
road, acquisition  by  Frisco 38a 
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Kansas,  history  of  petroleum  industry 226 

Independent  refineries  in 6S-b9 

legislative  action  on  oil  rates 25 

open-rate  discriminations  in 24, 25 

rate  into,  from  St.  Louis 360 

rates  in  and  from i6,87Q-393 

refineries  in 815, 316 

southeastern,  advance  in  rates  from 370-372 

statutory  rates 373,376 

Kansas  crude  oil,  arbitrary  weight  of 38 

quality  of 386 

value  of 33 

discrimination  in  arbitrary  weight  of 26 

Kansas-territory  field 46,370-398 

Keithsburg,  111.,  rates  to,  from  the  East. ...      232 

Kcoktilc,  Iowa,  rates  to,  from  the  East 232 

Kern  River  field,  character  of  oil 395 

discrimination  against 455 

production  of  crude  oil  in 39(5 

switching  charges 460-462 

Keswick,  Cal.,  secret  rate  to 406,413,414,418 

King- Keystone  Oil  Compnny 486 

statement  of 479 

Knapp,  I.N 386 

Knoxvillc,  Tenn.,  roundabout  shipments 

to 266 

Ijacjac,  Cal.,  secret  rate  to 416 

Laclede  Gaslight  Company 331 

Lake  Carriers  Oil  Company,  location  of  re- 
finery          59 

Lake  Shore  and  Michigan  Southern  Rail- 
way, rates  from  Whiting  and  from 

competing  points 181-184 

rates  in  tank  cars  and  in  barrels 80 

Lamoinc,  Cal.,  secret  rate  to 410 

Large  and  small  shippers,  discrimination 

between,  not  justified 35, 67 

Lea.'ting  of  Umk  cars 466-lGU 

Lehigli  Valley  Railroad  Company,  terminal 

charges,  New  York  Harbor 139-141 

Leslie  Salt  Company 490, 491 

Less-lhnn -carload  rates 43-1 1, 313, 314, 462 

discriminations  in.  Central  Vermont  Hail- 
way  121-123, 128 

s<^mthwestcrn  territory SW-a^S 

letter  special,  Atchison,  Topt-ka  and  i^anta 

Fe  Railway 403, 423 

lAxington,  Ky 309 

Jjighterage,  absorption  of,  New  York  Har- 
bor   ^ 13&-H1 

Lima,  Ohio,  chanpes  since  ISn"  in  rates  to 

Central  Freight  Association  iMiint,"*.  220-'J2l 

crude  oil,  refined  pnMlucts<,f 45 

sulphur  in 48 

value  of 33 

oil  field 15 

pipe  line  from,  to  sealxiard 47   ] 

nites  to  Ohio  River  crossings 189   , 

Standard  refinery  at ^8  j 

Location  of  refineries 44-62 

Long  and  short  hauls G6-i\l 

Long  Beach,  Cal.,  secret  rate  to 442 

Long  Island,  refineries  on 47 

Los  Angeles,  Cal.,  crude  oil  rate  to 4r>3 

independent  refineries  near 58, 59, 397 

rate  from  Saii  Francisco 422 


Page. 
Los  Angeles,  Cal.,  reduction  of  rate  from 

Bakersfleld 445 

secret  rates  from 405,406,419,431,442 

to 420,42^-426.429 

Los  Angeles  Refining  Company,  location  c^ 

refinery 59 

Louisiana,  crude  oil  used  for  fuel 36 

rates  into 6,14,345,351-358 

Louisville,  Ky.,  rates  to 189 

shipments  south  via 261 

Louisville  and   Nashville  Railroad,  .ship- 
ments from  Evansville 260 

tariff  from  Ohio  River  gateways 249 

Lubricating    oils,   comparative    unimpor- 
tance of  transportation  charges 51 

discrimination  In  favor  of,  against  illumi- 
nating oil  111,115,116 

shipmentfl  south  via  LouisviiL* 261 

sourcesof  supply  for  Northwestern  States.      226 
supplied    to    railroads    by    Galena    Oil 

Works 51.226 

works,  location  of 47 

value  of 34,226 

Luce,  C3.  W..  letters  from 457, 472 

Lyoth,  Cal.,  secret  rate  to 416 

IWcClintock,  S.  H 270-272 

McKittrick  field,  switching  charge  to  Ba- 

kersfield 460 

MadLson,  Wis.,  high  rate  to 244 

Maine  Central  Railnwid,  special  rotes 170 

Manifest 78 

Marcus  Hook,  Pa.,  Indei>endent  refineries  at       59 
Marietta,  Ohio,  discriminations  against..  305-312 

independent  refineries  at 59 

rates  from 22('»,  257 

to  points  in  North  Central  States 213 

to  southern  points 299 

Markets  of  various  independent  refineries  .        5s 

ot  Standard  refineries 53^16 

Maryland,  rates  into 144-147 

Mary.sville,  Cal.,  secret  rales  to 416, 417 

Massachusetts,  rates  into 144-147 

Memphis,  Tenn.,  rates  from  Whiting  and 

Tt)ledo 290 

secret  rates  to 274 

shipments  to 274 

Mem  phis  ami  ('harleston  Kail  way,  absorbed 

by  Southern  Railway 248 

Mesa,  Ari/.,  rates  to,  from  Bakersfield 448 

Miami,  Ind.T.,  rates  to l.\:V)3.383 

Michigan  Central  Railroad,  low  rates  from 

Whiting 65 

Michigan,  lower,  rates  from  refining  points 

ll»2-199 

Mid-Continent  oil  field,  location  of 40 

Middle  Atlantic  Statis,railrt>ad  discrimina- 
tions in 84-147 

Middle  Creek,  Cal.,  secret  rate  to 408-410,415 

Mileage  on  private  tank  cars 27,28,83 

discrimination  In 4r.8, 473, 492-491 

regulations  of  (California  railroads 4l>2, 493 

Miller's  (A.  D.)  S<ms  Company,  location  of 

refinery 59 

Mihvauke<',  Wis.,  rate  from  Whiting 242 

Minneapolis,  Minn.,  rates  to 230 

Minnesota,  rates  Into 23o-'J37 
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Mifldasippi  Riyef  crossings,  rates io.i::.^..  65 
Mississippi  Riyer,  rates  to,  from  the  east. .  280-232 

rates  from  east  to  points  beyond 232-235 

Mississippi  Valley  points,  rates  to.  246, 289-293, 349 

through  rates  named  to 247 

Missouri  Railroad  Commission 335,354 

Missouri,  rates  into,  from  the  east 233, 

•  345,348,349,360-865 

from  St.  Louis  and  East  St.  Louis 359 

fromNeodesha 15,376-384 

rates  on  wooden  and  on  iron  barrels. ..  354-358 
Missouri,  Kansas  and  Texas  Railway,  rates 

on 16 

Missouri  Pacific  Railway,  absorption  of  pip- 
age charges  at  St.  Louis 359 

rates  on 6 

from  St.  Louis  to  Louisiana  points 365, 366 

on  wooden  and  on  iron  barrels 355 

statement  of  freight  traffic  manager  re- 
garding arbitrary  weights 392 

Mixed  carloads,  restriction  on 313, 314 

Mobile,  Ala.,  rates  to 306 

Moline,  HI.,  rates  to,  from  the  East 282 

Monmouth,  III.,  rates  from  Whiting 240-242 

Monopoly  resulting  from  railroad  discrim- 
inations   1,3,302-304,315 

Monte  Cristo  Oil  Company 471, 486, 487 

Mountain  Copper  Company,  Keswick,  Cal., 

secret  rate  to 406 

Muskogee.  Ind.  T.,  rate   from,  to   Tulsa, 

Ind.  T 383 

Muskogee  Oil  Refining  Company 58 

Naphtha,  distribution  of 50,226 

large  proportion  in  Pennsylvania  crude 

oil 50 

Nashville,  rates  to 286,305,306 

National  Docks  Railway  Company,  charges 

on  petroleum 139-141 

National  Refining  Company,  application  for 

lower  rate,  St.  Louis  to  Kansas  City . .      335 

location  of  refineiies 59 

use  of  Pennsylvania  and  Lima  oil 58 

National  Transit  Company,  pooling  agree- 
ment   with    Pennsylvania   Railroad 

Company 89, 90 

Natural  advantages  of   the  Standard   Oil 

Company  in  transportation 29-31, 60-62 

Needles,  Cal.,  crude  oil  rates  to 456 

secret  rate  to 440 

Neodesha,  Kan.s.,  refinery  at 48, 225, 315, 364 

rates  to  southwestern  Missouri 370-384 

rates  from 15, 25, 370-372 

New  England,  discrimination  in  rules  to.  106-134, 
136,  H4-147, 148-172 
distributing  stations  of  independent  re- 
finers in 148,149 

distributing  stations  of  Standard  Oil  Com- 
pany in 148 

water  transportation  to 148, 149 

New  Hampshire,  rates  into 144-147 

New  Jersey  coast,  refineries  on 47 

New  Jersey,  independent  refineries  in 59 

New  Jersey  Storage  Company,  charges  on 

petroleum 139-141 

New  London, Conn.,  rate  to  Burlington.Vt.      164 
New  Orleans,  rates  to 806 


Pace. 

New  Penmylvanla  Oil  Company 479 

New  York  Central  and  Hudson  River  Rail- 
road Company,  rate  Rochester  to  Nor- 
wood   106,109 

refusal  of  information 106 

New  York,  New  Haven  and  Hartford  Rail- 
road Company,  absorption  of  switch- 
ing charges 170-172 

partial  absence  of  prorating 23, 150-154 

special  rates 166 

New  York,  freight  rates  to 91 

New  York  Harbor,  lighterage  absorptions 

in 188-141 

location  of  refineries  at 47,52 

New  York  State,  independent  refineries  in.       69 

rates  in 92-106,130 

Nevada  County  Oil  Company 479 

Neville  Island,  Pa.,  independent  refinery  at.       69 

North  Adams,  Mass.,  rate  from  Boston 168 

North  Central  States,  rates  in 179-224 

Northern  California  Power  Company 490 

secret  rate  granted  to 408-410 

Norwood,  N.  Y.,  rates  from  and  to...  9-11, 109-121 
Northwestern  States 225-244 

Oakland,  Cal.,  independent  refinery  at 69 

Oakland,  Mc.,  rate  from  East  Boston 170 

Obispo,  Cal.,  independent  refinery  at 69 

Official  Classification.  See  Classification, 
Official. 

Ohio,  independent  refineries  in 59. 245 

Ohio  River,  tMisis  of  rates  into  central  South.      247 

rates  to  and  from * 7 

gateways,  rates  to 187-192, 247, 275, 276, 306 

combinations  based  on 248 

rate  from  Whiting  to 249 

Oil  City,  Cal,,  cars  shipped  from 483 

Oil  City,  Pa.,  district,  rates  from  refining 

points  in 138 

freight  rates  from 91, 226 

t)enefit  of  prorating  from,  into  New  Eng- 
land    151,156 

discrimination  against,  in  favor  of  Oleau .  95-99 

independent  refineries  at 59 

rates  from,  to  New  England 159, 160 

rates  into  Vermont  compared  with  rates 

from  Clean 127 

rates  to  Ohio  River  crossings 188-193 

rates  from,  to  Mi-ssissippi  River 231,232,291 

Oil  fields,  location  of 45-46 

Oklahoma,  through  rates  from  the  East  to.  345, 348 
Clean.  N.  Y,  discriminations  in  favor  of ...       24 
open  rates   from,  compared   with    rates 

from  Bradford,  Va 129-134 

secret  and  open  rates  from 8-12, 92-147 

Standard  refinery  at 48 

westbound  rates  from 131-134 

Oleum,  Cal.,  independent  refinery  at 59 

Ollnda,  Cal.,  secret  rate  from 405,429-430 

Opelousas,  La.,  rates  to 366,367 

Open  discrimination,  defined 72 

Open  rates,  discrimination,  California  ...  452-464 

Kansas 370-374 

North  Atlantic  States 129-141 

North  Central  States 179-224 

South  Central  States 289-298, 306-311 

Southwestern  States 848,360-^2 
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Open  rate**,  discrimination,  Vermont 164-166 

Western  StaU»« 225-244 

Oxiiard,  Cal.,  seeret  rnle  to 411 

owitchiuK  *^harge  waived  at 459 

Oxark.  Mo.,ratcsto 364 

Pacitlc  coast,  rates  to,  from  eastern  refin- 
eries   237,238 

Kources  of  refine<l-oil  supply 56 

Pacillc  Coast  Oil  Company,  contract  with 

Southern  Pacific  Company 399 

contracts  with  Union  Oil  Company 397, 398 

pipeline 398-400,461 

refiner)' 47,48,397 

water  tran^tportation  by 422, 428 

Pacific  Coast  Railway,  rates  on 443 

Pacific  Oil  Transportation  ComjHiny 480 

Pacific  States  refineriw,  location  of 59 

I*ackuji:cs  used  in  shipping  oil 38-39 

See  aim  Rirrels;  Cases. 

P.IKC,  Howanl 270,277,283 

Pnola  KcfiniiiK  ComiMiuy 58 

PamfiUi  Paint  Comimny,  location  of  refin- 
ery          69 

l*amK»>ii  Refilling  Company,  location  of  re- 
finery         69 

PariiiTsburK,  W.  Va.,  Standard  refinery  at .        48 

discriminations  in  favor  of 217,309-312 

territory  supplied  from 245 

Patcrstni,  N.  J.,  rates  to 135 

Penn  Lubricating  Company,  location  of  re- 
finery         69 

l*enn   Rtfining  Company,  location  of  re- 

tinery 59 

Pennsylvania,  independent  refineries  in  68-69,245 

Standard  refineries  in 65 

crude  |»etr«)K>nm,  value  of 33 

character  and  products  of 45,60 

rates  in 87, 129, 136 

Pennsylvania  ParaUin  Works,  loeation  of..        59 
Pennsylvania  Railroad,  blind  billing.  101-104, 109 
iKjoling  agreenn'nt  with  National  Tnmsit 

Company 89,90 

seen-t  rales 8-11.92-12*) 

switching  (•harK'«'«<.Herg''n. J  unclion.N.. 1. 139-141 
Pennsylvania    lines,   rate.>   ea^^tward    frjm 
Whiting   and    Axc^tward    from    Pitts- 
burg    181-187 

Peoria,  HI.,  freight  rates,  from  eastern  re- 

Ilneries 227 

Petrolfum.     >>( Crude  oil;  Fuel  oil. 
J'etroleum  Development  Company,  Califor- 
nia         395 

Philadelphia,  rates  to 87,  i:V) 

rates  from,  into  S«)Uth  Atlantic  States 177 

retin.riesat  and  near 47.57,59 

Phoenix,  Ariz.,  rate*,  to 448,455 

Pipa^'C  charges 30, 89 

absorption  of,  at  St.  Ltaiis :\5h-;^60 

PilK*  lines 30-37 

a<lvantaj:cs  of 29-31,  riO-r.2 

cost  of  tran<i)orting  oil  by..  29, (•.0-<'.2, 90, 228, 455 

dithculty  of  piping  Kern  River  oil 395 

h i>t. .ry  of 86-90 

abvetice  of  Fedf'ral  contnd 37 

from  KansjLs  to  Whiting 48 

under  Ihu  Mississippi  River  at  SI.  Louis. . .     332, 

358-360 


Pipe  lines,  in  CalUomiA 89^-100 

effect  on  rail  rateK,  Califomift 399,430 

to  Kansas  City 870,372 

Pittsburg,  Kans.,  rate  from  St.  Louis 360 

Pittsburg,  Pa.,  independent  refinery  at ... .       59 

Standard  refinery  at 48 

refined  oil  shipped  to  the  West 227 

discriminations  against 305, 306, 811,  S12 

ratesfrom 144-147.257 

changes  in,  since  1887, to  Central  Freight 

Association  points 22fr-224 

into  lower  Michigan 194-199 

to  New  England 168-160 

to  South  Atlantic  States 177 

westward 184-187,216-224 

to  Indiana 200-207 

to  Illinois 208-224,227 

to  Wisconsin  and  Minnesota 236 

to  Ohio  River  crossings 188-198 

to  southern  points 296-301 

to  Mississippi  Valley  points 291 

to  Mississippi  River 231,232 

toEa.stSt.  Louis 319 

to  southwestern  territory 348, 

849,862,363,360,361 

to  Pacific  coast 237,238 

Pittsburg  Oil  Refining  Company,  location 

of  refinery .1 69 

Places,  discrimination  between 60-72 

Point  Richmond,  Cal.    See  Richmond,  Cal. 
Port  Arthur,  Tex.,  independent  refineries 

at 59 

Portland,  Me.,  rate  to  Oakland,  Me 170 

Ports,  South  Atlantic,  railroad  rates  from.  174-176 

rates  to 172-174 

Prairie  Oil  and  Gas  Company,  expense  of 

pipe-line  transportation 60-^1 

Prices  of  oil,  eilect  of  discriminations  tipon .        1. 

3,302-^3W.451 

alleged  effort  to  depress 49&-499 

less  than  open  freight  rate 436-438 

Private  cars.    See  Tank  cars. 

Producersof  crude  oil,  complaints  of.  376, 478-480 

efTetrt  of  car  short^ige  upon 486-487 

California,  injury  to,  from  secret  rate 407 

Kans&s,  discrimination  against 384-393 

Prr>nt.s,  in  refining 2,3,34 

See  aUi)  Monopoly;  Prices. 

Proportions,  distinguished  from  rates 263 

to  the  M issLs-sippi  River 230-232 

south  of  Grand  Junction 265-267 

Pn>rating 70 

on  certain  New  England  roa<is 23 

Boston  and  Maine  Railroad 165-158 

New  York,  New  Haven   and    Hartford 

Railroad 150-164 

Vermont  roads 161-1(3 

to  Middle  West 21,229-235 

to  Northwestern  States 226, 236-237 

to  Pacific  coast 237,238 

to  southwestern  territory 346-349, 360-362 

rca.s<»ns  for  refusal  of 238 

PucnteOil  Company 69,421 

Published  rates,  evasion  of 266, 269-274 

discriminations  In 129-141 ,  289-293 

via   Ohio    River  gateways    and   Grand 

Junction 248-250 

See  also  Secret  rates. 
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Pare  Oil  Company,  history  of 57,88 

refinery 57,69 

<|ueen  and  Crescent  Route 308 

Railroads,  lubricating  oil  for,  supplied  by 

Galena  Oil  Works. 226 

discrimination  by  one  or  two 64-65 

obligatlonsof 35 

•    California,    alleged    efTort     to    depress 

prices 498,499 

as  producers  and  consumers  of  oil  in 

California 3W-396 

Railroad  Commission,  Cslifomia 462 

Missouri 354,365 

Texas 386 

Wisconsin 244 

Rate-making,  methods  and  principles  of. .  36-44, 

6&-69,292,293 
Rates.     See  Commodity  rates;  Class  rates;  Dis- 
criminations;  Open    rates;    Secret    rates; 
State  rates,  etc. 

Rebates 2,75,76 

prior  to  Interstate  Commerce  Act 63 

in  California 16,76,403,424.426,437 

of  switching  charges  to  Associated  Oil 

Company 460 

Rebilllng  at  Grand  Junction 262 

Red  Bluff,  Cal.,  secret  rates  to 406-410, 415 

Redding,  Cal.,  secret  rates  to 406-410, 415. 

Redondo,  Cal.,  secret  rates  from..  18, 405. 422-429 

secret  rate  to 430,431 

Reedley,  Cal.,  secret  rate  to 419 

Refined  oil,  produced  by  Standard  refiner- 
ies         62 

use  of  term 60 

Refineries,  areas  of  distribution  from 49-51 

dismantling  of ,  by  Standard 68 

location  of 29,30,44-62.56-59,84-86 

of  Standard  Oil  Company,  location  of . . . .  84, 85 

source  of  crude-oil  supply 47-48, 58 

location  of,  in  North  Central  States. . . .  179-181 
location  of,  in  relation  to  southern  mar- 
kets        245 

independent,  number  of 57 

effect  on  prices  of  refined  oil 426 

sources  of  crude  oil  supply 58 

near   San    Francisco,   discriminations 

against 414,417,418 

Bee  also  Competitors. 

Refiners,  Kansas,  complaints  of 376 

Refining,  expenses  of 33 

profits  of 2,3,34 

Revenue  Oil  Company,  shipments  of 481 

Revision  of  rates,  California 444 

Richardson,  G.  F.,  letters  from 473, 476 

Richardson-Gay  Oil  Company,  location  of 

refinery f»9 

Rice,  George 304 

Richmond,  Gal.,  advantages  as  shipping 

point 18 

refinery  at 48,397 

rates  from 404,413-418,454 

Rbikof  fira 314 

Riverdale,  111.,  tariff  from,  to  Grand  Junc- 
tion. Tenn 260,268 

Rivenide,  Gain  secret  rate  to 442 


Page. 
Rochester,  N.  Y.,  discriminations  in  favor 

of 24 

location  of  lubricating-oil  worlds  at 47, 61 

lubricaUng  oil,  shipped  to  the  West 22G 

rates,  from  Clean  to 8,94-97 

from  Buffalo  to 100 

from,  compared  with  rates  from  Warren, 

Pa 184-187 

to  Norwood,  N.  Y 101 

to  Ohio  River  crossings 188,189 

toEastSt.  Louis 319 

Rock  Island,  111.,  rates  to 65,232 

Rodeo,  Cal.,  independent  refinery  at 59 

Rollin  Refining  Company,  Rolliu,  Kans 68 

Rules  of  Southern  Railway 313, 314 

Rutland,  Vt.,  rates  to 9-11,110-121 

Rutland  Railroad,  discrimination  in  favor 

of  tank  cars  against  barrels 26 

prorating  on 23, 161-163 

rates  from  Norwood,  N.  Y.,  to  Burlington, 

etc 9,110-1  1 

St.  Louis,  consumption  of  gas  oil  and  fuel 

oil  from  Kansas  refineries 60 

volume  of  shipments  to,  from  Whiting.  331, 332 

ratesfrom 15,844-363,360-369 

rates  from  Kansas  to 24,26,370-372,388 

piping  of  oil  at 358 

See  also  East  St.  Louis. 
St.  Louis  and  San  Francisco  Railroad,  ab- 
sorption  of    pipage  charges  at    St. 

Louis 359 

from  Bonthcm  Kansas 376-884 

oil  Uriff  and  circular 378,379 

rates  on 16,362-364,883 

rates  on  wooden  and  on  iron  barrels...  355,856 
St.  Louis,    Iron    Mountain  and  Southern 
Railway,  rates  on  wooden  and  on  iron 

barrels 355 

rates  to  Alexandria,  La 36&-368 

St.  Paul,  Minn.,  rates  to 236 

Salton,  Cal.,  secret  rates  to 413, 419 

San  Bernardino,  Cal.,  secret  rate  to .^. .      429 

San  Diego,  Cal.,  secret  rates  to....  17,426-428,431 

water  transportation  to 428 

San  Francisco,  crude  oil  rates  to 452-454 

refineries  near 48, 397, 455, 456 

rate  from,  to  Los  Angeles 422 

rates  from  neighborhood  of 455-458 

San  Joaquin  Oil  and  Development  Com- 
pany   470-471,479 

San  Joaquin  Valley  Railway,  mileage  reg- 
ulations        493 

San  Jose,  Cal.,  ratesto 417,456 

San  Luis  Obispo,  Cal.,  rates  to 457 

San  Pedro,  Los  Angeles  and  Salt  Lake  Rail- 
road, crude  oil  consumed  by 394 

interest  of  Standard  Oil  capitalists  in ... .      396 

secret  rates  on 442 

Santa  Fe  Pacific  Railroad  Company,  mile- 
age regulations 493 

Santa  Fe  system,  rates  in  Kansas 372, 373 

crude  oil  consumed  by 394 

explanation  of  low  rate  to  Caney,  Kans. .      374 
fuel  contract  with  Associated  Oil  Ck)m- 

pany 496-198 

interest  in  crude-oil  production 396 
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Santa  Fe  ByBtem,  interest  of  Standard  Oil 

capitalists  in 896 

rates  from  Cherryvale,  Kans.,  to  Tulsa, 

Ind.  T 863 

rebates  paid  by 16,408 

secret  rates  and  rebates 422-442 

statement  regarding  car  Hhortage 476, 477 

switching  charges 46!M61 

Santa  Paula,  Cal.,  independent  refinery  at.       59 
Santa  Paula  Oil  Company,  location  of  re- 
finery        59 

Santa  Rosa,  Cal..  purchases  of  oil  from 

Dabney  Oil  Company 493 

SanU  Row  Woolen  Mills 490,492 

Savanna,  111.,  rates  to,  from  the  East 232 

Seaboard,  pipeline  to 47 

Seaboard  refineries,  proportion  of  oil  re- 
fined at 53 

Secrecy  of  rates,  Central  Vermont  Railway.      125 

from  Rochester  Into  Vermont 117-121 

Whiting  to  Illinois  points 212 

Whiting  to  East  St.  Louis 33V*I0 

Secrecy,  virtual,  of  rates  filed  with  Inter- 
state Commerce  Commission 5 

Secret  rates 2-20,72-78 

canceled 102, 

251, 279, 305, 820, 329, 330, 863, 367, 382, 444 

importance  of 72 

methods  of  concealing 75-78, 

91, 261-264, 279-282, 333-340 

used  on  interstate  business 105-129, 

250-252, 276-279, 330-332, 365 

Alexandria,  La 366 

Birmingham  and  Memphis 274 

Burlington,  Vt..  from 121-129 

California 402-442,451,452 

East  St.  Louis 317.324-345 

Evansvllle  and  the  South 246, 259, 275-289 

Grand  Junction  and  the  South . .  250-252, 261-274 

Qalesburg  and  Monmouth,  III 240-242 

Olean,  from 92-129 

New  England 166-170 

Sec  aho  SUitc  rates. 

Securiiy  Oil  Company,  Beaumont,  Tex 47, 316 

relation  to  Standanl 49, 53 

Seneca  Oil  Works,  lo<'ation  of 59 

Shipments,  volume  of,  on  secret  ratt^ 3, 4 

Shippers,  larg*-  and  small 35 

Smith,  Ix*vi,  location  of  refinery 59 

Solar  Refining  Company,  location  of  retin- 

ery 47 

South  Atlantic  SUitea,  rates  into 172-178 

South  Central  States 12-15, 245-314 

Southern    California    Railway    Comjvany, 

mileage  regulatitms 493 

Southern  Classification.    Sr?  Cla.ssification, 

Southern. 
Southern  Pacific  Company,  relations  with 

Associated  Oil  Company 451, 494, 495 

crude  oil  consumed  by 394 

[  correspondence   with    Capitol    Refining 

Company 457 

contract  with  Pacillc  Coast  Oil  Company.      399 

freight  rates  on 6, 454  ' 

interest  in  crude-oil  production 395 

interest  of  Standard  Oil  capitalists  in 396  I 

rates  on  oil  in  cases  and  barrels 462-464 


Soothem  Pacific  Company,  ratai  from  Alex- 
andria, La 866 

rebates  paid  by 16,40 

switching  charges 458-ISI 

tank-car  mileage  regulations 498,496 

statement  regarding  private  tank  can. . .     474 

unfair  apportionment  of  cars 47S-479 

discriminations  in  treatment  of  tank  cars .  27-S8 

shortage  of  tank  cars 47S 

refusal  to  haul  tank  can 47&-(74 

leasing  of  tank  cars 4fl6  t6P 

Southern  Railway,  absorption  of  Memphis 

and  Charleston  Railway  by 248 

division  sheets 250,261 

relaUou  to  Grand  Junction  combination.    248- 

250,262-287 

statements  by 266,267 

South,  rates  into 12-15,245-314 

Southern  Refining  Company,  location  of 

refinery 50 

Southwestern  Oil  Company,  location  of  re- 
finery         59 

Southwestern  States 215-869 

Special  billing  orders,  Chicago  and  Alton 

Railway 828 

Spreckels,  Cal.,  secret  rate  to 412 

Springfield,  Mass.,  rate  from  Beverly,  Mass.      168 

rate  to  Brightwood,  Mass 168 

Springfield,  Mo.,  through  rates  to 6,15, 

848, 349, 3a>-366, 877-3?^ 
Standard  Oil  Company,  advantages  In  trans- 

portaUon 29-31,85.60-62 

claims  against  railroads 76 

Interests  of  Standard  capitalists  in  rail- 
roads in  California 396, 396 

deliveries  of  refined  illuminating  oil  by 

its  several  refineries 52 

exports  of  oil 89 

freight  shippe<l  as  prepaid 77 

location  of  refineries 44-49, 60, 84, 85 

monopoly  of  pipe  lines 87 

natural  advantages  in  transportation...  29-31, 

a'>,f>i>-«2 

monopoly  profits 1,3, 303. 315 

proiKirtion  of  refined  |>etroleum  produced 

by 31,57 

subsidiary  and  afniiate<l  companies  of . ..  46-49 

collusion  in  secrecy  of  rates 8, 12, 

74, 268-274, 277, 282-2M,  340-345 

unremunemtive  rates  granted  to 64 

value  of  discriminations  to 2,3.12,13. 

19, 126-129, 252-254, 259, 284, 317, 427, 443 

statements  oi . . . .  2, 117, 199, 21 1, 229, 259, 2ti6, 273. 

282,  '292, 321 ,  326, 340, 371 ,  38f,,  392, 424, 449 

State  rates 3,10,12,74 

on  interstate  shipments 3.4, 

74, 75, 106-129, 276-279, 330-332,  :i65, 425 
from  Whiting  to  both  Indiana  and  Illi- 
nois points 206,207,212 

Sec  al»o  Intnustate  rates. 

Sterling  Oil  Works,  location  of 59 

StcK'kyards,  Cal.,  independent  reflner>'  at.  59, 456 

Stockton  Milling  Company 4S0 

Subsidiary  com|>anies  of  the  Standard  Oil 

("Company 4r.-47 

Sugar  Creek,  Mo. ,  pipe  line  to 370, 371 

Standard  refinery  at 48,225,r»«i 
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Suf^ar  refiners  In  California,  secret  rates  to.      19, 

411,459 

Sulphur  in  Lima  crude  oil 48 

Summers,  Mrs.  E.  A.,  concession  to 460 

Sun  Company,  location  of  refinTy 57-59 

unflower  Oil  Company,  Niotaze,  Kans 58 

Sun  Oil  Company,  location  of  refinery 69 

distributing  station  at  Bridgeport,  Conn. .      149 
Sunset  Oil  and  Refining  Company,  location 

of  refinery 59 

Superior,  Wis.,  ratesto 236 

Superior  Oil  Works,  location  of 59 

Superior     Refining    Company,     Longton, 

Kans 58 

Supply  of  equipment,  discriminations  in.  4&1-491 

Switching  charge*),  absorption  of 170-172, 

212, 242, 243, 322-324, 458 

Pacific  coast 45S-462 

waiving  of 458-460 

"Fnnk  care,  advantages  of 81-83 

California 464-494 

discriminations  in  favor  of,  against  barrels.      76. 
79-81, 110,  111,  114, 124-126 

discriminations  in  mileage 473, 492-494 

di.Hcriminations  in  treatment  of 27-2H 

freight  not  paid  on  weight  of 39 

held  outof  use 477,478 

mileageon 27,28,83 

discrimination  In 468,473,492-194 

regulations  of  California  railroads 492, 49S 

number  owned  by  Standard  and  affili- 
ated and  competing  concerns 78 

obtained  by  IHibney  Oil  Company 489 

refusal  tohaulforindepcndcntshippers.  470-474 

scarcity  of,  In  California 464-478 

special  rates  by 303,304 

unfair  apportionment  of 478-4«6 

use  In  transportation  of  petroleum 37, 78-83 

Tank  vessels,  use  in  transporting  oil 89, 

*  47,68,149,172 

Tariffs,  complexity  of 5,6 

See  cUiso  Billing  orders;  Secret  rates. 

Teaming  of  oil  in  California 400,421,450 

Tempe,  Ariz,,  rates  to,  from  Bakerefield 448 

Terminal  charges,  absorption  of,  at  Con- 
stable Hook,  N.  J 138-141 

See  also  Switching. 

Texas,  independent  refineries  in 58-59 

,  rates  into,  from  northern  refining  iK>iu  ts.  351-353 

refineriesln 316 

territory  supplied  with  oil  from 245, 293 

Texas  Company,  location  of  refinery 59 

nuirkets 58 

Texas  crude  oil,  arbitrary  weight  of 38, 386 

products  of 46 

use  for  fuel 36, 46 

Texas     Railway     C^ommission,     arbitrary 

weight  of  oil 386 

Through  rates,  joint 70 

See  ait>o  I*roraling. 

Tide  Water  Oil  Company,  history  of 86,  S7 

location  of  refinery 47 

stock  owned  by  Standard  interests 49 

Tilford,  W.  H 467,408 

Tin  cans  used  in  shipping  oil 38 

Tiona  Refining  Company,  location  of  refin- 
ery          69 


Page. 
Titusville,  Pa.,  independent  refineries  at ..       59 

Titusville  Oil  Works,  location  of 59 

Toledo,  Ohio,  changes  since  1887  in  rates  to 

Central  Freight  Association  points.  220-224 
distances  reached  from, on  given  rates.. .  70-72 

Independent  refineries  at 58-^')9 

rates  from 16 

compared  with  rates  from  Whiting  to 

intermediate  points 182, 183, 216-223 

to  East  St.  Louis 819 

to  Louisiana  points 368, 369 

Into  lower  Michigan 65, 194-199 

into  Indiana 200-207 

to  Ohio  River  crossings 188-193 

to  Illinois  points 208-224,227 

to  Wisconsin  and  Minnesota 236 

to  southern  points 254-260, 

285-290, 296-301 ,  ::05-307, 311, 312 

to  Mississippi  River 231,232 

to  southwestern  territory 348, 

849,351-353,360,361 

Tombstone,  Ariz. ,  crude  oil  rate  to 455 

Ton-mile  rates,  in  relation  to  distance 66-67 

from  Whiting  and  Toledo 266, 257, 287, 290 

from  Whiting  to  East  St.  Louis 323, 324 

to  southern  points 296-298,807 

Transfer,  dispensed  with 263 

Trans-Missouri  Freight  Bureau 886, 390 

Transport  Oil  Company 478 

Transportation  charges,  importance  of .  33-36, 303 
Transportation  of  petroleum,  methods  of . .  86-44 

Trenton,  N.  J.,  rates  to 136 

Tucson,  Ariz.,  reduction  of  rate  from  Bakers- 
field  446 

Tulare,  Cal.,  secret  rate  to 421 

Tulsa,  Ind.T.,  ratesto 16,368,888 

l^ncle  Sam  Oil  Company,  Cherry  vale,  Kans      58, 

373.381,383 
Union  Consolidated  Oil  Company,  location 

of  refinery r9 

Union  Oil  Company,  California 59, 396 

car  shortage 487 

contracts  with  Pacific  Coast  Oil  Company    397, 

398 

discriminations  against 432-435, 448 

discriminations  in  favor  of. . .  16, 17, 406, 406, 431 

]o<ration  of  refinery 69 

pij)e  lines 398-400 

statement  of  agent 479 

tank-car  mileage 468 

tank  cars  refused  by  railroads 470 

tank  vessels 400 

water  transportation  by 428 

Union  Pacific  Railroiul  Conipuny,  interest 

of  Standard  Oil  capitalistN  in 396 

Union  Tank  Line   Company,  discrimina- 
tions in  favor  of 27, 28 

tank  cars  owned  by 37 

mileage  paid  to 492,493 

withdrawal  of  tank  cars  from  California.    464- 

470,498 
See  aim  Tank  cars. 
United  Oil  Comfxany,  location  of  refiner}* ..       47 

output  purchased  by  Standard 49 

production  of 63 

United  Refining  Company,  location  of  re- 
finery         69 
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Pace. 
United  States  Pipe  Line  Company,  hisUiry 

of HH-«JO 

United  Verde  and  Pacific  Railway,  seori't 

rales  to 441 

Vacuum  Oil  Company,  discriminations  in 

favor  of  . ; 24, 92-147 

distribution  of  lubricating  oils  by 51 

location  of  works 4ti,  47 

Val  ue  of  crude  petroleum 33, 42 

of  various  oils 38, 42 

Valvoline  Oil  Company,  n.»flnery  and  dis- 
tributing stations 57, 59, 149, 244 

Venlemont,  Cal.,  secret  rate  to 431 

Vermont,  open  discriminations  in 164-166 

rates  into 9-12,107,144-147 

from  ()li>an 106-129 

from  U4XJhe8ter 11 7-121 

Vinita,  Ind.  T..  rates  to ih,  363, 3^3 

Virginia  gateways,  rates  via 310 

Visalia.  Cal.,  8ecrt»t  rate  to 418,421 

Volume  of  traffic,  effect  upon  rati»s 67 

via  Evansville  and  Grand  Junction .  252, 2<.0. 28-1 

Whiting  to  Memphis 274 

Vouchers,  collection 78 

Warren,    Pa.,  dLncrimination   against,  in 

favor  of  Olean 98 

freight  rates  from 1 12, 134-137, 226 

independent  refineries  at 59 

Warren    Refining   Company,    lo<>ation    of 

n'tinery 59 

Wa.MhIngton,  Pa,,  indeiHMidont  refinery  at.        59 

Water  transportation  of  petn)leum 39, 55, 85 

cost  of 149, 1 72, 422 

competition  (►[,  reason  for  low  rates 67, 

24:1, 2<)1, 422, 428. 450 

on  Pacific  coast \(H),  422, 128, 450 

to  New  England  i>oints 1  |k,  I4i» 

to  South  Atlantic  States 172-17S 

Waters  IMerce  Oil  Company 317, 

:<:{!,  a:i2. 3.'.4-;i:')y,  .v.2,  mm,  Stii,  :u;s 

controlled  by  Standanl 75 

consif,'nnu'nts  to.  at  I'ju^t  .St.  lAmis 7r> 

tanli-car  niilcago  paid  to 4<r2 

tank  cars  owned  by 37 

pipo  lin.'  under  Mississippi  River  ..  :5:^2. 3.'>8-3r)0 

Wavtrly  Oil  Work-*.  IcM-atioii  of  n-finery 59 

Waybills.    .V,r  Billing;  Blind-billing   False 

])illing. 
Webster    Refining   Company,     IIunil>ol<lt, 

Kans r,9.  :i73 

Wright  of  iM.-tn>b'inn  ami  petroleum  pn»<l- 

uets ;;7,  :»,.^.  aM-:59:i,  401 

arbitrary,  diMTimination  in   -JO 

inerrasc  of ;t.sr>,  :)S{] 

(if  woiMb'ii  and  iron  barrels ;ir»7 

WelNvillr,  N.  v..  oil  rates  fnmi,  compared 

with  ela.ss  rates 144-1 17 

Wellsville  Refining  Company.  ItK-ation  of 

refinery- .--.o 


Western   Claniflcation.   See  CI 

Western. 
Western  New  York  and  PenivylTante  Ball- 
road,  appeal  from  order  of  Intentatt 

Commerce  CommlsBion 

Western  Oil  Refining  and  ManafutmllV 

Company,  loi^ation  of  reflnery 

Western  Railway  Weighing  i 
Whiting,  absorption  of  Bwltching  eh 

from 

refinery  at f|^| 

absence  of  competitive  oil  shippen 

treated  as  part  of  Chicago 

territory  supplied  from SB^H^MJ 

oil  shipments  from,  to  the  East 

to  St.  Louis 

advantage  on  shipments  weat 

location  with  reference  to  Sonthweiteni 

States 

low  rati>sfrom 

distances  reached  from,  on  glyen  rates ..  \ 

proportion  of  oil  refined  at 

"  Slate"  rates  on  interstate  trafflc  from  .. 

"State  "  rates  to  both  Indiana  and  tlliniola 

points 75,209-M 

raU'sfmm i^tt 

changes  in,  since  1887  ... 

eastward 

to  Indiana  points 10 

to  Evansvnic,  Ind ;  259,2 

to  Ohio  River  crossings...  187-198, 249, 2nbm 

via  Grand  Junction IBMH 

tosouthern  points.  254-261, 285-291, 298-ainrMV 

to  South  Atlantic  States 174-llS 

to  lower  MIcrhigan 19S-199, 2 

to  Wh<C(msin  and  Minnesota 

to  Milwaukee 

west  wa  nl 

to  Illinois  f>oints 

to  (Jalcsburg  and  Monmimth,  111. 

to  Kast  St.  Louis 81<^^82A 

to  Springfield  and   southwestern    Mis- 

wuri 861-865 

to  south wi-stcrn  territory 348, 849, 361-8S8 

to  L»)uisiana  points an 

to  Pacific  coast 237,238 

Wholesale  principle  in  transportation 86 

Wilburine  Oil  Works,  location  of: n 

Willioit,  E.M 855,856 

Winona,  Minn.,  rates  to 286 

Wis<'<msin,  rates  Into 236-287, 242-2C4 

Wi.sc<msin  Railroad  Commission,  reduction 

of  rate  to  Madistm 244 

W(mm1,    compi^tition    of,  with   fuel  oil  in 

Oilifornia 401,406,408,410,411,450 

W»MMlen  Imrrels  uscmI  in  shipping  petroleum 

products ss 

Xenia,  Ohio,  special  rate  fnim  Whiting  to..      198 

"  Y  sptrials,"  Stmthern  Pacific  Company..      403 
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